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PART | 
Special Note Regarding Forward-Looking Statements and Projections 


This Annual Report on Form 10-K and oral statements made from time to time by representatives of the 
Company may contain or incorporate by reference certain statements that are not historical facts, including, most 
importantly, information concerning possible or assumed future results of operations of the Company. Those 
statements, as well as statements preceded by, followed by, or that include the words “may,” “believes,” “plans,” 
“expects,” “anticipates,” or the negation thereof, or similar expressions, constitute “forward-looking statements” 
within the meaning of the Private Securities Litigation Reform Act of 1995 (the “Reform Act”). All statements that 
address future operating, financial or business performance; strategies, initiatives or expectations; future synergies, 
efficiencies or overhead savings; anticipated costs or charges; future capitalization; and anticipated financial impacts of 
recent or pending transactions are forward-looking statements within the meaning of the Reform Act. The forward- 
looking statements are based on our expectations at the time such statements are made, speak only as of the dates they 
are made and are susceptible to a number of risks, uncertainties and other factors. Our actual results, performance and 
achievements may differ materially from any future results, performance or achievements expressed or implied by our 
forward-looking statements. For all of our forward-looking statements, we claim the protection of the safe harbor for 
forward-looking statements contained in the Reform Act. Many important factors could affect our future results and 
could cause those results to differ materially from those expressed in or implied by the forward-looking statements 
contained herein. Such factors, all of which are difficult or impossible to predict accurately, and many of which are 
beyond our control, include, but are not limited to, the following: 


* competition, including pricing pressures, couponing, aggressive marketing and the potential impact of 
competitors’ new unit openings on sales of Wendy’s restaurants; 


* consumers’ perceptions of the relative quality, variety, affordability and value of the food products we offer; 


* food safety events, including instances of food-borne illness (such as salmonella or E. coli) involving 
Wendy’s or its supply chain; 


* consumer concerns over nutritional aspects of beef, poultry, french fries or other products we sell, concerns 
regarding the ingredients in our products and/or cooking processes used in our restaurants, or concerns 
regarding the effects of disease outbreaks, epidemics or pandemics impacting the Company’s customers or 


food supplies; 
* the effects of negative publicity that can occur from increased use of social media; 


* success of operating and marketing initiatives, including advertising and promotional efforts and new 
product and concept development by us and our competitors; 


* the impact of general economic conditions and increases in unemployment rates on consumer spending, 
particularly in geographic regions that contain a high concentration of Wendy’s restaurants; 


* changes in consumer tastes and preferences, and in discretionary consumer spending; 


* changes in spending patterns and demographic trends, such as the extent to which consumers eat meals 
away from home; 


* certain factors affecting our franchisees, including the business and financial viability of franchisees, the 
timely payment of such franchisees’ obligations due to us or to national or local advertising organizations, 
and the ability of our franchisees to open new restaurants and remodel existing restaurants in accordance 
with their development and franchise commitments, including their ability to finance restaurant 
development and remodels; 


* increased labor costs due to competition or increased minimum wage or employee benefit costs; 


* changes in commodity costs (including beef, chicken and corn), labor, supplies, fuel, utilities, distribution 
and other operating costs; 


* availability, location and terms of sites for restaurant development by us and our franchisees; 


¢ development costs, including real estate and construction costs; 


* delays in opening new restaurants or completing reimages of existing restaurants, including risks associated 
with the Image Activation program; 


* the timing and impact of acquisitions and dispositions of restaurants; 
* anticipated or unanticipated restaurant closures by us and our franchisees; 


* our ability to identify, attract and retain potential franchisees with sufficient experience and financial 
resources to develop and operate Wendy’s restaurants successfully; 


* availability of qualified restaurant personnel to us and to our franchisees, and the ability to retain such 
personnel; 


* our ability, if necessary, to secure alternative distribution of supplies of food, equipment and other 
products to Wendy’s restaurants at competitive rates and in adequate amounts, and the potential financial 
impact of any interruptions in such distribution; 


* availability and cost of insurance; 
* adverse weather conditions; 
* availability, terms (including changes in interest rates) and deployment of capital; 


* changes in, and our ability to comply with, legal, regulatory or similar requirements, including franchising 
laws, payment card industry rules, overtime rules, minimum wage rates, wage and hour laws, government- 
mandated health care benefits, tax legislation, federal ethanol policy and accounting standards; 


* the costs, uncertainties and other effects of legal, environmental and administrative proceedings; 
* the effects of charges for impairment of goodwill or for the impairment of other long-lived assets; 
¢ the effects of war or terrorist activities; 


* risks associated with failures, interruptions or security breaches of the Company’s computer systems or 
technology, or the occurrence of cyber incidents or a deficiency in cybersecurity that impacts the Company 
or its franchisees, including the cybersecurity incidents described in Item 1A below; 


* the difficulty in predicting the impact of the sale of Company-operated restaurants to franchisees on 
ongoing operations, any tax impact from the sale of restaurants and the future impact to the Company’s 
earnings, restaurant operating margins, cash flow and depreciation; 


* risks associated with the Company’s securitized financing facility, including the ability to generate 
sufficient cash flow to meet debt service obligations, compliance with operational and financial covenants, 
and restrictions on the Company’s ability to raise additional capital; 


* risks associated with the amount and timing of share repurchases under the $150.0 million share 
repurchase program approved by the Board of Directors; and 


* other risks and uncertainties affecting us and our subsidiaries referred to in this Annual Report on 
Form 10-K (see especially “Item 1A. Risk Factors” and “Item 7. Management’s Discussion and Analysis of 
Financial Condition and Results of Operations”) and in our other current and periodic filings with the 
Securities and Exchange Commission. 


All future written and oral forward-looking statements attributable to us or any person acting on our behalf are 
expressly qualified in their entirety by the cautionary statements contained or referred to in this section. New risks and 
uncertainties arise from time to time, and it is impossible for us to predict these events or how they may affect us. We 
assume no obligation to update any forward-looking statements after the date of this Annual Report on Form 10-K as 
a result of new information, future events or developments, except as required by Federal securities laws. In addition, 
it is our policy generally not to endorse any projections regarding future performance that may be made by third 
parties. 


Item 1. Business. 
Introduction 


The Wendy’s Company (“The Wendy’s Company”) is the parent company of its 100% owned subsidiary 
holding company Wendy’s Restaurants, LLC (“Wendy’s Restaurants”). Wendy’s Restaurants is the parent company 
of Wendy’s International, LLC, formerly known as Wendy’s International, Inc. Wendy’s International, LLC is the 
indirect parent company of Quality Is Our Recipe, LLC (“Quality”), which is the owner and franchisor of the 
Wendy’s® restaurant system in the United States. As used in this report, unless the context requires otherwise, the 
term “Company” refers to The Wendy’s Company and its direct and indirect subsidiaries, and “Wendy’s” refers to 
Quality when the context relates to ownership of or franchising the Wendy’s restaurant system and to Wendy’s 
International, LLC when the context refers to the Wendy’s brand. 


As of January 1, 2017, the Wendy’s restaurant system was comprised of 6,537 restaurants, of which 330 were 
owned and operated by the Company. References in this Annual Report on Form 10-K (the “Form 10-K”) to 
restaurants that we “own” or that are “Company-operated” include owned and leased restaurants. The Wendy’s 
Company’s corporate predecessor was incorporated in Ohio in 1929 and was reincorporated in Delaware in June 
1994. Effective September 29, 2008, in conjunction with the merger with Wendy’s, The Wendy's Company’s 
corporate name was changed from Triarc Companies, Inc. (“Triarc”) to Wendy’s/Arby’s Group, Inc. Effective July 5, 
2011, in connection with the sale of Arby’s Restaurant Group, Inc. (“Arby’s”), Wendy’s/Arby’s Group, Inc. changed 
its name to The Wendy’s Company. The Company’s principal executive offices are located at One Dave Thomas 
Blvd., Dublin, Ohio 43017, and its telephone number is (614) 764-3100. We make our annual reports on 
Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to such reports, as well 
as our annual proxy statement, available, free of charge, on our website as soon as reasonably practicable after such 
reports are electronically filed with, or furnished to, the Securities and Exchange Commission. We also provide our 
Code of Business Conduct and Ethics, free of charge, on our website. Our website address is www.aboutwendys.com. 
Information contained on that website is not part of this Form 10-K. 


Merger with Wendy’s 


On September 29, 2008, Triarc and Wendy’s completed their merger (the “Wendy’s Merger”) in an all-stock 
transaction in which Wendy’s shareholders received 4.25 shares of Wendy’s/Arby’s Class A common stock for each 
Wendy’s common share owned. 


In the Wendy’s Merger, approximately 377,000,000 shares of Wendy’s/Arby’s Class A common stock were issued 
to Wendy’s shareholders. In addition, effective on the date of the Wendy’s Merger, Wendy’s/Arby’s Class B common 
stock was converted into Class A common stock. In connection with the May 28, 2009 amendment and restatement of 
Wendy’s/Arby’s Certificate of Incorporation, Class A common stock was redesignated as “Common Stock.” 


Sale of the Bakery 


On May 31, 2015, Wendy’s completed the sale of 100% of its membership interest in The New Bakery 
Company, LLC and its subsidiaries (collectively, the “Bakery”), to East Balt US, LLC (the “Buyer”) for $78.5 million 
in cash (subject to customary purchase price adjustments). 


Sale of Arby’s 


On July 4, 2011, Wendy’s Restaurants completed the sale of 100% of the common stock of Arby’s to ARG IH 
Corporation (“ARG”), a wholly-owned subsidiary of ARG Holding Corporation (“ARG Parent”), for $130.0 million 
in cash (subject to customary purchase price adjustments) and 18.5% of the common stock of ARG Parent (through 
which Wendy’s Restaurants indirectly retained an 18.5% interest in Arby’s). Our 18.5% equity interest as of 
January 1, 2017 has the potential to be diluted by stock options issued as incentives to ARG’s management. 


Fiscal Year 


The Company’s fiscal reporting periods consist of 52 or 53 weeks ending on the Sunday closest to 
December 31 and are referred to herein as (1) “the year ended January 1, 2017” or “2016,” which consisted of 52 
weeks (2) “the year ended January 3, 2016” or “2015,” which consisted of 53 weeks and (3) “the year ended 
December 28, 2014” or “2014,” which consisted of 52 weeks. 


Business Segments 


The Company manages and internally reports its business geographically. The operation and franchising of 
Wendy’s restaurants in North America (defined as the United States and Canada) comprises virtually all of our 
current operations and represents a single reportable segment. The revenues and operating results of Wendy’s 
restaurants outside of North America are not material. See Note 25 of the Financial Statements and Supplementary 
Data included in Item 8 herein, for financial information attributable to our geographic areas. 


The Wendy’s Restaurant System 
Wendy’s is the world’s third largest quick-service restaurant company in the hamburger sandwich segment. 


Wendy’s is primarily engaged in the business of operating, developing and franchising a system of distinctive 
quick-service restaurants serving high quality food. At January 1, 2017, there were 6,098 Wendy’s restaurants in 
operation in North America. Of these restaurants, 330 were operated by the Company and 5,768 by a total of 
376 franchisees. In addition, at January 1, 2017, there were 439 franchised Wendy’s restaurants in operation in 
29 countries and territories other than North America. See “Item 2. Properties” for a listing of the number of 
Company-operated and franchised locations in the United States and in foreign countries and United States 
territories. 


The revenues from our restaurant business are derived from two principal sources: (1) sales at Company- 
operated restaurants and (2) franchise-related revenues including royalties, rents and franchise fees received from 
Wendy’s franchised restaurants. Company-operated restaurants comprised approximately 5% of the total Wendy’s 
system as of January 1, 2017. 


Wendy’s is also a 50% partner in a Canadian restaurant real estate joint venture with a subsidiary of Restaurant 
Brands International Inc., a quick-service restaurant company that owns the Tim Hortons® brand. The joint venture 
owns Wendy’s/Tim Hortons combo units in Canada. As of January 1, 2017, there were 97 Wendy’s restaurants in 
operation that were owned by the joint venture. (Tim Hortons is a registered trademark of Tim Hortons USA Inc.) 


Wendy’s Restaurants 


Wendy’s opened its first restaurant in Columbus, Ohio in 1969. During 2016, Wendy’s opened 13 new 
Company-operated restaurants and closed seven generally underperforming Company-operated restaurants. In 
addition, Wendy’s purchased two restaurants from franchisees and sold 310 restaurants to franchisees. During 2016, 
Wendy’s franchisees opened 136 new restaurants and closed 84 generally underperforming restaurants. The 
restaurants sold to franchisees were sold as part of the system optimization initiative which is further described in 
“Acquisitions and Dispositions of Wendy’s Restaurants” below. 


The following table sets forth the number of Wendy’s restaurants at the beginning and end of each fiscal year 
from 2014 to 2016: 


2016 20152014 
Restaurants open at beginning of period ..................005 6,479 6,515 6,557 
Restaurants opened during period ..... 0.0... 0.00. cee eee 149 109 103 
Restaurants closed during period .......... 0.0.00 cece eee eee (91) (145) (145) 
Restaurants open at end of period ..... 0.0.00... cece eee ee 6,537 6,479 6,515 


During the period from December 30, 2013, through January 1, 2017, 361 Wendy’s restaurants were opened 
and 381 generally underperforming Wendy’s restaurants were closed. 


Operations 


Each Wendy’s restaurant offers an extensive menu specializing in hamburger sandwiches and featuring filet of 
chicken breast sandwiches, which are prepared to order with the customer’s choice of condiments. Wendy’s menu also 
includes chicken nuggets, chili, french fries, baked potatoes, freshly prepared salads, soft drinks, Frosty® desserts and 
kids’ meals. In addition, the restaurants sell a variety of promotional products on a limited time basis. Wendy’s also 
offers breakfast in some restaurants in the United States. 
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Free-standing Wendy’s restaurants generally include a pick-up window in addition to a dining room. 
Approximately two-thirds of sales at Company-operated Wendy’s restaurants occur through the pick-up window. 


Wendy’s strives to maintain quality and uniformity throughout all restaurants by publishing detailed 
specifications for food products, preparation and service, continual in-service training of employees, restaurant 
operational audits and field visits from Wendy’s supervisors. In the case of franchisees, field visits are made by 
Wendy’s personnel who review operations, including quality, service and cleanliness and make recommendations to 
assist in compliance with Wendy’s specifications. 


Wendy’s does not sell food or supplies to its franchisees. 


Raw Materials and Purchasing 


As of January 1, 2017, four independent processors (six total production facilities) supplied all of Wendy’s 
hamburger in the United States. In addition, five independent processors (seven total production facilities) supplied 


all of Wendy’s chicken in the United States. 


Wendy’s and its franchisees have not experienced any material shortages of food, equipment, fixtures or other 
products that are necessary to maintain restaurant operations. Wendy’s anticipates no such shortages of products and 
believes that alternate suppliers are available. Suppliers to the Wendy’s system must comply with United States 
Department of Agriculture (“USDA”) and United States Food and Drug Administration (“FDA”) regulations 
governing the manufacture, packaging, storage, distribution and sale of all food and packaging products. 


Wendy’s has a purchasing co-op relationship agreement (the “Wendy’s Co-op”) with its franchisees which 
establishes Quality Supply Chain Co-op, Inc. (““QSCC”). QSCC manages, for the Wendy’s system in the United 
States and Canada, contracts for the purchase and distribution of food, proprietary paper, operating supplies and 
equipment under national agreements with pricing based upon total system volume. QSCC’s supply chain 
management facilitates the continuity of supply and provides consolidated purchasing efficiencies while monitoring 
and seeking to minimize possible obsolete inventory throughout the Wendy’s supply chain in the United States and 
Canada. 


Wendy’s and its franchisees pay sourcing fees to third-party vendors on certain products sourced by QSCC. 
Such sourcing fees are remitted by these vendors to QSCC and are the primary means of funding QSCC’s operations. 
Should QSCC’s sourcing fees exceed its expected needs, QSCC’s board of directors may return some or all of the 
excess to its members in the form of a patronage dividend. 


Quality Assurance 


Wendy’s quality assurance program is designed to verify that the food products supplied to our restaurants are 
processed in a safe, sanitary environment and in compliance with our food safety and quality standards. Wendy’s 
quality assurance personnel conduct multiple on-site sanitation and production audits throughout the year at all of 
our core menu product processing facilities, which include beef, poultry, pork, buns, french fries, Frosty® dessert 
ingredients, and produce. Animal welfare audits are also conducted every year at all beef, poultry, and pork facilities to 
confirm compliance with our required animal welfare and handling policies and procedures. In addition to our facility 
audit program, weekly samples of beef, poultry, and other core menu products from our distribution centers are 
randomly sampled and analyzed by a third-party laboratory to test conformance to our quality specifications. Each 
year, Wendy’s representatives conduct unannounced inspections of all company and franchise restaurants to test 
conformance to our sanitation, food safety, and operational requirements. Wendy’s has the right to terminate 
franchise agreements if franchisees fail to comply with quality standards. 


Trademarks and Service Marks 


Wendy’s or its subsidiaries have registered certain trademarks and service marks in the United States Patent and 
Trademark Office and in international jurisdictions, some of which include Wendy’s®, Old Fashioned Hamburgers® 
and Quality Is Our Recipe®. Wendy’s believes that these and other related marks are of material importance to its 
business. Domestic trademarks and service marks expire at various times from 2017 to 2026, while international 
trademarks and service marks have various durations of ten to 15 years. Wendy’s generally intends to renew 
trademarks and service marks that are scheduled to expire. 


Wendy’s entered into an Assignment of Rights Agreement with the Company’s founder, R. David Thomas, 
and his wife dated as of November 5, 2000 (the “Assignment”). Wendy’s had used Mr. Thomas, who was Senior 
Chairman of the Board until his death on January 8, 2002, as a spokesperson and focal point for its products and 
services for many years. With the efforts and attributes of Mr. Thomas, Wendy’s has, through its extensive investment 
in the advertising and promotional use of Mr. Thomas’ name, likeness, image, voice, caricature, endorsement rights 
and photographs (the “Thomas Persona”), made the Thomas Persona well known in the United States and 
throughout North America and a valuable asset for both Wendy’s and Mr. Thomas’ estate. Under the terms of the 
Assignment, Wendy’s acquired the entire right, title, interest and ownership in and to the Thomas Persona, including 
the sole and exclusive right to commercially use the Thomas Persona. 


Seasonality 


Wendy’s restaurant operations are moderately seasonal. Wendy’s average restaurant sales are normally higher 
during the summer months than during the winter months. Because the business is moderately seasonal, results for any 
quarter are not necessarily indicative of the results that may be achieved for any other quarter or for the full fiscal year. 


Competition 


Each Wendy’s restaurant is in competition with other food service operations within the same geographical 
area. The quick-service restaurant segment is highly competitive and includes well-established competitors. Wendy’s 
competes with other restaurant companies and food outlets, primarily through the quality, variety, convenience, price, 
and value perception of food products offered. The number and location of units, quality and speed of service, 
attractiveness of facilities, effectiveness of marketing and new product development by Wendy’s and its competitors 
are also important factors. The price charged for each menu item may vary from market to market (and within 
markets) depending on competitive pricing and the local cost structure. Wendy’s also competes within the food 
service industry and the quick-service restaurant sector not only for customers, but also for personnel, suitable real 
estate sites and qualified franchisees. 


Wendy’s competitive position is differentiated by a focus on quality, its use of fresh, never frozen ground beef in 
the United States and Canada and certain other countries, its unique and diverse menu, its promotional products, its 
choice of condiments and the atmosphere and decor of its restaurants. Wendy’s continues to implement its Image 
Activation program, which includes innovative exterior and interior restaurant designs, with plans for significantly 
more new and reimaged company and franchisee restaurants in 2017 and beyond. The Image Activation program also 
differentiates the Company from its competitors by its emphasis on selection and performance of restaurant 
employees that provide friendly and engaged customer service in our restaurants. 


Many of the leading restaurant chains continue to focus on new unit development as one strategy to increase 
market share through increased consumer awareness and convenience. This results in increased competition for 
available development sites and higher development costs for those sites. Competitors also employ marketing 
strategies such as frequent use of price discounting, frequent promotions and heavy advertising expenditures. 
Continued price discounting, including the use of coupons, in the quick-service restaurant industry and the emphasis 
on value menus has had and could continue to have an adverse impact on Wendy’s. In addition, we believe that the 
growth of fast casual chains and other in-line competitors causes some fast food customers to “trade up” to a more 
traditional dining out experience while keeping the benefits of quick-service dining. 


Other restaurant chains have also competed by offering high quality sandwiches made with fresh ingredients 
and artisan breads and there are several emerging restaurant chains featuring high quality food served at in-line 
locations. Several chains have also sought to compete by targeting certain consumer groups, such as capitalizing on 
trends toward certain types of diets or diet preferences (e.g., low carbohydrate, low trans fat, gluten free or antibiotic 
free) by offering menu items that are promoted as being consistent with such diets. 


Additional competitive pressures for prepared food purchases come from operators outside the restaurant 
industry. A number of major grocery chains offer fresh deli sandwiches and fully prepared food and meals to go as 
part of their deli sections. Some of these chains also have in-store cafes with service counters and tables where 
consumers can order and consume a full menu of items prepared especially for that portion of the operation. 
Additionally, convenience stores and retail outlets at gas stations frequently offer sandwiches and other foods. 


Wendy’s also competes with grocery chains and other retail outlets which sell food that will be prepared at 
home. Competition with these chains and other outlets has increased as the gap between the price of food at home 
compared to food purchased at restaurants has widened. 


Technology is becoming an increasingly critical part of the restaurant consumer experience. Restaurant 
technology includes mobile interactive technology for brand menu search information, mobile ordering, mobile 
payment and other self-service technologies. 


Acquisitions and Dispositions of Wendy’s Restaurants 


During 2016, 2015 and 2014, the Company completed the sale of 310, 327 and 255 Company-operated 
restaurants to franchisees, respectively, which included the sale of all of its Company-operated restaurants in Canada. 
In addition, during 2016 and 2015 the Company facilitated the transfer of 144 and 71 restaurants between 
franchisees, respectively. The Company has now completed its plan to reduce its Company-operated restaurant 
ownership to approximately 5% of the total system. 


Wendy’s will continue to optimize its system by facilitating franchisee-to-franchisee transfers of restaurants, as 
well as evaluating strategic acquisitions of franchised restaurants and strategic dispositions of Company-operated 
restaurants to existing and new franchisees, to further strengthen the franchisee base, drive new restaurant 
development and accelerate Image Activation adoption. Wendy’s generally retains a right of first refusal in connection 
with any proposed sale of a franchisee’s interest. 


Franchised Restaurants 


As of January 1, 2017, Wendy’s franchisees operated 5,768 Wendy’s restaurants in 50 states, the District of 
Columbia and Canada. 


The rights and obligations governing the majority of franchised restaurants operating in the United States are 
set forth in the Wendy’s Unit Franchise Agreement (non-traditional locations may operate under an amended 
agreement). This document provides the franchisee the right to construct, own and operate a Wendy’s restaurant 
upon a site accepted by Wendy’s and to use the Wendy’s system in connection with the operation of the restaurant at 
that site. The Unit Franchise Agreement provides for a 20-year term and a ten-year renewal subject to certain 
conditions. Wendy’s has in the past franchised under different agreements on a multi-unit basis; however, Wendy’s 
now grants new Wendy’s franchises on a unit-by-unit basis. 


The Wendy’s Unit Franchise Agreement requires that the franchisee pay a royalty of 4% of monthly sales, as 
defined in the agreement, from the operation of the restaurant or $1,000, whichever is greater. The agreement also 
typically requires that the franchisee pay Wendy’s an initial technical assistance fee. In the United States, the standard 
technical assistance fee required under a newly executed Unit Franchise Agreement is currently $40,000 for each 
restaurant. 


The technical assistance fee is used to defray some of the costs to Wendy’s for training, start-up and transitional 
services related to new and existing franchisees acquiring Company-operated restaurants and in the development and 
opening of new restaurants. In certain limited instances (such as the regranting of franchise rights for a previously 
closed restaurant, a reduced franchise agreement term, or other unique circumstances), Wendy’s may charge a reduced 
technical assistance fee or may waive the technical assistance fee. Wendy’s does not select or employ personnel on 


behalf of franchisees. 


Wendy’s also enters into development and/or relationship agreements with certain franchisees. The 
development agreement provides the franchisee with the right to develop a specified number of new Wendy’s 
restaurants using the Image Activation design within a stated, non-exclusive territory for a specified period, subject to 
the franchisee meeting interim new restaurant development requirements. The relationship agreement addresses other 
aspects of the franchisor-franchisee relationship, such as restrictions on operating competing restaurants, participation 
in brand initiatives such as the Image Activation program, employment of approved operators, confidentiality and 
restrictions on engaging in sale/leaseback or debt refinancing transactions without Wendy’s prior consent. 


Wendy’s Restaurants of Canada Inc. (“WROC”), a 100% owned subsidiary of Wendy’s, holds master franchise 
rights for Canada. The rights and obligations governing the majority of franchised restaurants operating in Canada are 
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set forth in a Single Unit Sub-Franchise Agreement. This document provides the franchisee the right to construct, 
own and operate a Wendy’s restaurant upon a site accepted by WROC and to use the Wendy’s system in connection 
with the operation of the restaurant at that site. The Single Unit Sub-Franchise Agreement provides for a 20-year 
term and a ten-year renewal subject to certain conditions. The sub-franchisee pays to WROC a monthly royalty of 
4% of sales, as defined in the agreement, from the operation of the restaurant or C$1,000, whichever is greater. The 
agreement also typically requires that the franchisee pay WROC an initial technical assistance fee. The standard 
technical assistance fee is currently C$40,000 for each restaurant. 


In order to promote Image Activation new restaurant development, Wendy’s has an incentive program for 
franchisees that provides for reductions in royalty and national advertising payments for up to the first two years of 
operation for qualifying new restaurants opened by December 31, 2020, with the value of the incentives declining in 
the later years of the program. Wendy’s also has incentive programs for 2017 available to franchisees that commence 
Image Activation restaurant remodels by December 15, 2017. The remodel incentive programs provide for reductions 
in royalty payments for one year after the completion of construction. Wendy’s also had incentive programs that were 
available for franchisees’ participation in Wendy’s Image Activation program in 2014, 2015 and 2016. 


Franchised restaurants are required to be operated under uniform operating standards and specifications relating 
to the selection, quality and preparation of menu items, signage, decor, equipment, uniforms, suppliers, maintenance 
and cleanliness of premises and customer service. Wendy’s monitors franchisee operations and inspects restaurants 
periodically to ensure that required practices and procedures are being followed. 


See Note 6 and Note 21 of the Financial Statements and Supplementary Data included in Item 8 herein, and 
the information under “Management’s Discussion and Analysis” in Item 7 herein, for further information regarding 
guarantee obligations, reserves, commitments and contingencies involving franchisees. 


Advertising and Marketing 


In the United States and Canada, Wendy’s advertises nationally through national advertising funds on network 
and cable television programs, including nationally televised events. Locally in the United States and Canada, 
Wendy’s primarily advertises through regional network and cable television, radio and newspapers. Wendy’s 
participates in two national advertising funds established to collect and administer funds contributed for use in 
advertising through television, radio, newspapers, the Internet and a variety of promotional campaigns, including the 
increasing use of social media. Separate national advertising funds are administered for Wendy’s United States and 
Canadian locations. Contributions to the national advertising funds are required to be made from both Company- 
operated and franchised restaurants and are based on a percent of restaurant retail sales. In addition to the 
contributions to the national advertising funds, Wendy’s requires additional contributions to be made for both 
Company-operated and franchised restaurants based on a percent of restaurant retail sales for the purpose of local and 
regional advertising programs. Required franchisee contributions to the national advertising funds and for local and 
regional advertising programs are governed by the Wendy’s Unit Franchise Agreement in the United States and by the 
Single Unit Sub-Franchise Agreement in Canada. Required contributions by Company-operated restaurants for 
advertising and promotional programs are at the same percent of retail sales as franchised restaurants within the 
Wendy’s system. As of January 1, 2017, the contribution rate for United States restaurants was generally 3.5% of 
retail sales for national advertising and 0.5% of retail sales for local and regional advertising. The contribution rate for 
Canadian restaurants is generally 3% of retail sales for national advertising and 1% of retail sales for local and regional 
advertising, with the exception of Quebec, for which there is no national advertising contribution rate and the local 
and regional advertising contribution rate is 4.0% of retail sales. See Note 24 of the Financial Statements and 
Supplementary Data included in Item 8 herein, for further information regarding advertising. 


International Operations and Franchising 


As of January 1, 2017, Wendy’s had 439 franchised restaurants in 29 countries and territories other than the 
United States and Canada. Wendy’s intends to grow its international business aggressively, yet responsibly. Since the 
beginning of 2009, development agreements have been executed for Wendy’s locations to be opened in the following 
countries, regions and territories: Argentina, Azerbaijan, Brazil, Chile, Dominican Republic, the Eastern Caribbean, 
Ecuador, Georgia, Guatemala, India, Indonesia, Japan, Middle East, North Africa and Philippines. These 
development agreements include rights for 20 countries in which no Wendy’s restaurants were open as of 
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January 1, 2017. In addition to new market expansion, further development within existing markets will continue to 
be an important component of Wendy’s international strategy over the coming years. Wendy’s has granted 
development rights in certain countries and territories listed under Item 2 of this Form 10-K. 


Franchisees who wish to operate Wendy’s restaurants outside the United States and Canada enter into 
agreements with Wendy’s that generally provide franchise rights for each restaurant for an initial term of 10 years or 
20 years, depending on the country, and typically include a 10-year renewal provision, subject to certain conditions. 
The agreements grant a license to the franchisee to use the Wendy’s trademarks and know-how in the operation of a 
Wendy’s restaurant at a specified location. Generally, the franchisee pays Wendy’s an initial technical assistance fee or 
other per restaurant fee and monthly fees based on a percentage of gross monthly sales of each restaurant. In certain 
foreign markets, Wendy’s may grant the franchisee exclusivity to develop a territory in exchange for the franchisee 
undertaking to develop a specified number of new Wendy’s restaurants in the territory based on a negotiated 
schedule. In these instances, the franchisee generally pays Wendy’s an upfront development fee, annual development 
fees or a per restaurant fee. In certain circumstances, Wendy’s may grant a franchisee the right to sub-franchise in a 
stated territory, subject to certain conditions. 


Wendy’s also continually evaluates non-franchise opportunities for development of Wendy’s restaurants in 
other international markets, including through joint ventures with third parties and opening Company-operated 
restaurants. 


General 
Governmental Regulations 


Various state laws and the Federal Trade Commission regulate Wendy’s franchising activities. The Federal Trade 
Commission requires that franchisors make extensive disclosure to prospective franchisees before the execution of a 
franchise agreement. Several states require registration and disclosure in connection with franchise offers and sales and 
have “franchise relationship laws” that limit the ability of franchisors to terminate franchise agreements or to withhold 
consent to the renewal or transfer of these agreements. In addition, Wendy’s and its franchisees must comply with the 
federal Fair Labor Standards Act and similar state and local laws, the Americans with Disabilities Act (the “ADA”), 
which requires that all public accommodations and commercial facilities meet federal requirements related to access and 
use by disabled persons, and various state and local laws governing matters that include, for example, the handling, 
preparation and sale of food and beverages, the provision of nutritional information on menu boards, minimum wages, 
overtime and other working and safety conditions. Compliance with the ADA requirements could require removal of 
access barriers and non-compliance could result in imposition of fines by the United States government or an award of 
damages to private litigants. We do not believe that costs relating to compliance with the ADA will have a material 
adverse effect on the Company’s consolidated financial position or results of operations. We cannot predict the effect on 
our operations, particularly on our relationship with franchisees, of any pending or future legislation. 


It is possible that the Patient Protection and Affordable Care Act (“PPACA”) could be amended or repealed in 
the future. The Company cannot predict the extent to which amendment or repeal of the PPACA, or the 
implementation of another government-mandated health care program, might require modifications to our benefits 
policies and practices, result in disruptions to our operations or our ability to attract and retain personnel, or result in 
increased health care costs. 


Legal and Environmental Matters 


The Company’s past and present operations are governed by federal, state and local environmental laws and 
regulations concerning the discharge, storage, handling and disposal of hazardous or toxic substances. These laws and 
regulations provide for significant fines, penalties and liabilities, sometimes without regard to whether the owner or 
operator of the property knew of, or was responsible for, the release or presence of the hazardous or toxic substances. 
In addition, third parties may make claims against owners or operators of properties for personal injuries and property 
damage associated with releases of hazardous or toxic substances. We cannot predict what environmental legislation or 
regulations will be enacted in the future or how existing or future laws or regulations will be administered or 
interpreted. We similarly cannot predict the amount of future expenditures that may be required to comply with any 
environmental laws or regulations or to satisfy any claims relating to environmental laws or regulations. We believe 
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that our operations comply substantially with all applicable environmental laws and regulations. Accordingly, the 
environmental matters in which we are involved generally relate either to properties that our subsidiaries own, but on 
which they no longer have any operations, or properties that we or our subsidiaries have sold to third parties, but for 
which we or our subsidiaries remain liable or contingently liable for any related environmental costs. Our Company- 
operated Wendy’s restaurants have not been the subject of any material environmental matters. Based on currently 
available information, including defenses available to us and/or our subsidiaries, and our current reserve levels, we do 
not believe that the ultimate outcome of the environmental matters in which we are involved will have a material 
adverse effect on our consolidated financial position or results of operations. 


The Company is involved in litigation and claims incidental to our current and prior businesses, including the 
legal proceedings related to a cybersecurity incident as described in “Item 3. Legal Proceedings.” We provide accruals 
for such litigation and claims when payment is probable and reasonably estimable. We believe we have adequate 
accruals for continuing operations for all of our legal and environmental matters. We cannot estimate the aggregate 
possible range of loss due to most proceedings being in preliminary stages, with various motions either yet to be 
submitted or pending, discovery yet to occur, and significant factual matters unresolved. In addition, most cases seek 
an indeterminate amount of damages and many involve multiple parties. Predicting the outcomes of settlement 
discussions or judicial or arbitral decisions is thus inherently difficult. Based on our currently available information, 
including legal defenses available to us, and given the aforementioned accruals and our insurance coverage, we do not 
believe that the outcome of these legal and environmental matters will have a material effect on our consolidated 
financial position or results of operations. 


Employees 


As of January 1, 2017, the Company had approximately 12,100 employees, including approximately 1,200 
salaried employees and approximately 10,900 hourly employees. We believe that our employee relations are satisfactory. 


Item 1A. Risk Factors. 


We wish to caution readers that in addition to the important factors described elsewhere in this Form 10-K, we 
have included below the most significant factors that have affected, or in the future could affect, our actual results and 
could cause our actual consolidated results during fiscal 2017, and beyond, to differ materially from those expressed in 
any forward-looking statements made by us or on our behalf. 


Our success depends in part upon the continued retention of certain key personnel. 


There were several changes to the senior management team in May, 2016. Todd Penegor, who had been 
Executive Vice President, Chief Financial Officer and International, assumed the duties of President and Chief 
Executive Officer. Gunther Plosch was appointed Chief Financial Officer. Robert D. Wright, formerly Executive Vice 
President and Chief Operations Officer, was appointed Executive Vice President, Chief Operations Officer and 
International. Liliana M. Esposito, Chief Communications Officer, assumed additional responsibilities for quality 
assurance. In addition, in October, 2016, E.J. Wunsch was appointed General Counsel and Secretary. His title 
became Chief Legal Officer and Secretary in February, 2017. 


We believe that over time our success has been dependent to a significant extent upon the efforts and abilities of 
our senior management team. The failure by us to retain members of our senior management team in the future could 
adversely affect our ability to build on the efforts we have undertaken to increase the efficiency and profitability of our 
business. 


Competition from other restaurant companies as well as grocery chains and other retail food outlets, or poor 
customer experience at Wendy’s restaurants, could hurt our brand. 


The market segments in which Company-operated and franchised Wendy’s restaurants compete are highly 
competitive with respect to, among other things, price, food quality and presentation, service, location, convenience, 
and the nature and condition of the restaurant facility. If customers have a poor experience at a Wendy’s restaurant, 
whether at a Company-operated or franchised restaurant, we may experience a decrease in guest traffic. Further, 
Wendy’s restaurants compete with a variety of locally-owned restaurants, as well as competitive regional and national 
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chains and franchises. Several of these chains compete by offering menu items that are targeted at certain consumer 
groups or dietary trends. Additionally, many of our competitors have introduced lower cost, value meal menu options. 
Our revenues and those of our franchisees may be hurt by this product and price competition. 


Moreover, new companies, including operators outside the quick-service restaurant industry, may enter our 
market areas and target our customer base. For example, additional competitive pressures for prepared food purchases 
have come from deli sections and in-store cafes of a number of major grocery store chains, as well as from convenience 
stores and casual dining outlets. Such competitors may have, among other things, lower operating costs, better 
locations, better facilities, better management, better products, more effective marketing and more efficient 
operations. Many of our competitors have substantially greater financial, marketing, personnel and other resources 
than we do, which may allow them to react to changes in pricing and marketing strategies in the quick-service 
restaurant industry better than we can. Many of our competitors spend significantly more on advertising and 
marketing than we do, which may give them a competitive advantage through higher levels of brand awareness among 
consumers. 


Wendy’s also competes with grocery chains and other retail outlets which sell food that will be prepared at 
home. Competition with these chains and other outlets has increased as the gap between the price of food at home 
compared to food purchased at restaurants has widened. 


All such competition may adversely affect our revenues and profits by reducing revenues of Company-operated 
restaurants and royalty revenue from franchised restaurants. 


Changes in consumer tastes and preferences, and in discretionary consumer spending, could result in a decline in 
sales at Company-operated restaurants and in the royalties that we receive from franchisees. 


The quick-service restaurant industry is often affected by changes in consumer tastes, national, regional and 
local economic conditions, discretionary spending priorities, demographic trends, traffic patterns and the type, 
number and location of competing restaurants. Our success depends to a significant extent on discretionary consumer 
spending, which is influenced by general economic conditions and the availability of discretionary income. 
Accordingly, we may experience declines in sales during economic downturns. Any material decline in the amount of 
discretionary spending or a decline in consumer food-away-from-home spending could hurt our revenues, results of 
operations, business and financial condition. 


If Company-operated and franchised restaurants are unable to adapt to changes in consumer preferences and 
trends, Company-operated and franchised restaurants may lose customers and the resulting revenues from Company- 
operated restaurants and the royalties that we receive from franchisees may decline. 


Disruptions in the national and global economies may adversely impact our revenues, results of operations, 
business and financial condition. 


Disruptions in the national and global economies could result in higher unemployment rates and declines in 
consumer confidence and spending. If such disruptions occur, they may result in significant declines in consumer 
food-away-from-home spending and customer traffic in our restaurants and those of our franchisees. There can be no 
assurance that government responses to the disruptions will restore consumer confidence. Ongoing disruptions in the 
national and global economies may adversely impact our revenues, results of operations, business and financial 
condition. 


Changes in commodity costs (including beef; chicken and grains), supplies, fuel, utilities, distribution and other 
operating costs could harm results of operations. 


Our profitability depends in part on our ability to anticipate and react to changes in commodity costs 
(including beef, chicken and grains), supplies, fuel, utilities, distribution and other operating costs. Commodity cost 
pressures, and any increase in these costs, especially beef or chicken prices, could adversely affect future operating 
results. In addition, our business is susceptible to increases in these costs as a result of other factors beyond its control, 
such as weather conditions, global demand, food safety concerns, product recalls and government regulations. 
Further, prices for feed ingredients used to produce beef and chicken could be adversely affected by changes in global 
weather patterns, which are inherently unpredictable, and by federal ethanol policy. Increases in gasoline prices could 
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result in the imposition of fuel surcharges by our distributors, which would increase our costs. Significant increases in 
expenses incurred by consumers, such as living expenses or gasoline prices, could also result in a decrease in customer 
traffic at our restaurants, which could adversely affect our business. We cannot predict whether we will be able to 
anticipate and react to changing food costs by adjusting our purchasing practices and menu prices, and a failure to do 
so could adversely affect our operating results. In addition, we may not seek to or be able to pass along price increases 
to our customers. 


Shortages or interruptions in the supply or delivery of perishable food products could damage the Wendy’s brand 
reputation and adversely affect our sales and operating results. 


Wendy’s and its franchisees are dependent on frequent deliveries of perishable food products that meet brand 
specifications. Shortages or interruptions in the supply of perishable food products caused by unanticipated demand, 
problems in production or distribution, disease or food-borne illnesses, inclement weather or other conditions could 
adversely affect the availability, quality and cost of ingredients, which could lower our revenues, increase operating 
costs, damage brand reputation and otherwise harm our business and the businesses of our franchisees. 


Food safety events, including instances of food-borne illness (such as salmonella or E. Coli) involving Wendy’s, 
its supply chain or other food service companies, could create negative publicity and adversely affect sales and 
operating results. 


Food safety is a top priority, and we dedicate substantial resources to ensure that our customers enjoy safe, 
quality food products. However, food safety events, including instances of food-borne illness (such as salmonella or 
E. Coli), have occurred in the food industry in the past, and could occur in the future. 


Food safety events could adversely affect the price and availability of beef, poultry or other meats. As a result, 
Wendy’s restaurants could experience a significant increase in food costs if there are food safety events whether or not 
such events involve Wendy’s restaurants or restaurants of competitors. 


In addition, food safety events, whether or not involving Wendy’s, could result in negative publicity for 
Wendy’s or for the industry or market segments in which we operate. Increased use of social media could create and/ 
or amplify the effects of negative publicity. This negative publicity, as well as any other negative publicity concerning 
types of food products Wendy’s serves, may reduce demand for Wendy’s food and could result in a decrease in guest 
traffic to our restaurants as consumers shift their preferences to our competitors or to other products or food types. A 
decrease in guest traffic to our restaurants as a result of these health concerns or negative publicity could result in a 
decline in sales and operating results at Company-operated restaurants or in royalties from sales at franchised 
restaurants. 


Consumer concerns regarding the nutritional aspects of beef; poultry, french fries or other products we sell, 
concerns regarding the ingredients in our products and/or cooking processes used in our restaurants, or concerns 
regarding the effects of disease outbreaks, epidemics or pandemics could affect demand for our products. 


Consumer concerns regarding the nutritional aspects of beef, poultry, french fries or other products we sell, 
concerns regarding the ingredients in our products and/or cooking processes used in our restaurants, or concerns 
regarding the effects of disease outbreaks, epidemics or pandemics could result in less demand for our products and a 
decline in sales at Company-operated restaurants and in royalties from sales at franchised restaurants. 


Increased use of social media could create and/or amplify the effects of negative publicity and adversely affect 
sales and operating results. 


Events reported in the media, including social media, whether or not accurate or involving Wendy’s, could 
create and/or amplify negative publicity for Wendy’s or for the industry or market segments in which we operate. 
This could reduce demand for Wendy’s food and could result in a decrease in guest traffic to our restaurants as 
consumers shift their preferences to our competitors or to other products or food types. A decrease in guest traffic to 
our restaurants as a result of negative publicity from social media could result in a decline in sales and operating results 
at Company-operated restaurants or in royalties from sales at franchised restaurants. 
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Growth of our restaurant business is dependent on new restaurant openings, which may be affected by factors 
beyond our control. 


Our restaurant business derives earnings from sales at Company-operated restaurants, franchise royalties 
received from franchised restaurants and franchise fees from franchise restaurant operators for each new unit opened. 
Growth in our restaurant revenues and earnings is dependent on new restaurant openings. Numerous factors beyond 
our control may affect restaurant openings. These factors include but are not limited to: 


* our ability to attract new franchisees; 

* the availability of site locations for new restaurants; 

¢ the ability of potential restaurant owners to obtain financing; 

* the ability of restaurant owners to hire, train and retain qualified operating personnel; 

* construction and development costs of new restaurants, particularly in highly-competitive markets; 


¢ the ability of restaurant owners to secure required governmental approvals and permits in a timely manner, or 
at all; and 


¢ adverse weather conditions. 


Wendy’s franchisees could take actions that could harm our business. 


As of January 1, 2017, approximately 95% of restaurants in the Wendy’s system were operated by franchisees. 
Wendy’s franchisees are contractually obligated to operate their restaurants in accordance with the standards set forth 
in agreements with them. Wendy’s also provides training and support to franchisees. However, franchisees are 
independent third parties that we do not control, and the franchisees own, operate and oversee the daily operations of 
their restaurants. Specifically, franchisees are solely responsible for developing and utilizing their own policies, 
procedures and documents, making their own hiring, firing and disciplinary decisions, scheduling hours and 
establishing wages, and managing their day-to-day employment processes and procedures, all of which is done 
independent of Wendy’s and in compliance with all applicable laws, rules or regulations. Further, franchisees have 
discretion as to the prices charged to customers. As a result, the ultimate success and quality of any franchise 
restaurant rests with the franchisee. If franchisees do not successfully operate restaurants in a manner consistent with 
required standards, then royalty payments to us could be adversely affected and the brand’s image and reputation 
could be harmed, both of which in turn could hurt our business and operating results. 


In addition, the failure of franchisees to adequately engage in succession planning may affect their restaurant 
operations and development of new Wendy’s restaurants, which in turn could hurt our business and operating results. 


Our success depends on franchisees’ participation in brand strategies. 


Wendy’s franchisees are an integral part of our business. Wendy’s may be unable to successfully implement the 
strategies that it believes are necessary for further growth if franchisees do not participate in that implementation. Our 
business and operating results could be adversely affected if a significant number of franchisees do not participate in 
brand strategies. 


Our Image Activation program may not positively affect sales at Company-operated and participating 
franchised restaurants or improve our results of operations, and franchisees may not participate in the Image 
Activation program to the extent expected by the Company. 


The Company and its franchisees reimaged 521 North America system restaurants and built 99 new 
North America restaurants in 2016. The North America system now has 32% of restaurants on the new image. The 
Company has plans for significantly more new and reimaged Company and franchisee restaurants in 2017 and beyond. 


In order to promote Image Activation new restaurant development, Wendy’s has an incentive program for 
franchisees that provides for reductions in royalty and national advertising payments for up to the first two years of 
operation for qualifying new restaurants opened by December 31, 2020, with the value of the incentives declining in 
the later years of the program. Wendy’s also has incentive programs for 2017 available to franchisees that commence 
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Image Activation restaurant remodels by December 15, 2017. The remodel incentive programs provide for reductions 
in royalty payments for one year after the completion of construction. Wendy’s also had incentive programs that were 
available for franchisees’ participation in Wendy’s Image Activation program in 2014, 2015 and 2016. 


The Company’s Image Activation program may not positively affect sales at Company-operated restaurants or 
improve results of operations. There can be no assurance that sales at participating franchised restaurants will achieve 
or maintain projected levels or that after giving effect to the incentives provided to franchisees the Company’s results 
of operations will improve. There can also be no assurance that franchisees will participate in the Image Activation 
program to the extent expected by the Company. 


Further, it is possible that Wendy’s may provide other financial incentives to franchisees to participate in the 
Image Activation program. These incentives could also result in additional expense and/or a reduction of royalties or 
other revenues received from franchisees in the future. If Wendy’s provides additional incentives to franchisees related 
to financing of the Image Activation program, Wendy’s may incur costs related to loan guarantees, interest rate 
subsidies and/or costs related to collectability of loans. 


In addition, most of the Wendy’s system consists of franchised restaurants. Many of our franchisees will need to 
borrow funds in order to participate in the Image Activation program. Other than the incentive programs described 
above, Wendy’s generally does not provide franchisees with financing but it continues to develop third-party 
financing sources for franchisees. If our franchisees are unable to obtain financing at commercially reasonable rates, or 
not at all, they may be unwilling or unable to invest in the reimaging of their existing restaurants and our future 
growth and results of operations could be adversely affected. 


Our financial results are affected by the operating results of franchisees. 


As of January 1, 2017, approximately 95% of the Wendy’s system were franchise restaurants. We receive revenue 
in the form of royalties, which are generally based on a percentage of sales at franchised restaurants, rent and fees from 
franchisees. Accordingly, a substantial portion of our financial results is to a large extent dependent upon the operational 
and financial success of our franchisees. If sales trends or economic conditions worsen for franchisees, their financial 
results may worsen and our royalty, rent and other fee revenues may decline. In addition, accounts receivable and related 
allowance for doubtful accounts may increase. When Company-operated restaurants are sold, one of our subsidiaries is 
often required to remain responsible for lease payments for these restaurants to the extent that the purchasing franchisees 
default on their leases. During periods of declining sales and profitability of franchisees, the incidence of franchisee 
defaults for these lease payments increases and we are then required to make those payments and seek recourse against 
the franchisee or agree to repayment terms. Additionally, if franchisees fail to renew their franchise agreements, or if we 
decide to restructure franchise agreements in order to induce franchisees to renew these agreements, then our royalty 
revenues may decrease. Further, we may decide from time to time to acquire restaurants from franchisees that experience 
significant financial hardship, which may reduce our cash and cash equivalents. 


The system optimization initiative involves risks that could adversely affect our business and financial results. 


The Company completed its plan to reduce its Company-operated restaurant ownership to approximately 5% 
with the sale of 310 restaurants during 2016. There are a number of risks associated with the system optimization 
initiative, including the impact of the sale of restaurants on ongoing operations, any tax impact from the sale of 
restaurants, and the future impact to the Company’s earnings, restaurant operating margin, cash flow and 
depreciation. If Wendy’s is unable to manage these risks effectively, our business and financial results could be 
adversely affected. 


Further, Wendy’s generally retains ownership or the leasehold interest to the real estate when it sells restaurants 
under the system optimization initiative and leases or subleases the real estate to franchisees. This increases the risks 
described above under the heading “Our financial results are affected by the operating results of franchisees.” 


Wendy’s may be unable to manage effectively the acquisition and disposition of restaurants, which could 
adversely affect our business and financial results. 


Wendy’s has from time to time acquired the interests of and sold Wendy’s restaurants to franchisees. Wendy’s will 
continue to evaluate strategic acquisitions of franchised restaurants and strategic dispositions of Company-operated 
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restaurants to existing and new franchisees. The success of these transactions is dependent upon the availability of sellers 
and buyers, the availability of financing, and the brand’s ability to negotiate transactions on terms deemed acceptable. In 
addition, the operations of restaurants that the brand acquires may not be integrated successfully, and the intended 
benefits of such transactions may not be realized. Acquisitions of franchised restaurants pose various risks to brand 
operations, including: 


¢ diversion of management’s attention to the integration of acquired restaurant operations; 
* increased operating expenses and the inability to achieve expected cost savings and operating efficiencies; 
* exposure to liabilities arising out of sellers’ prior operations of acquired restaurants; and 


* incurrence or assumption of debt to finance acquisitions or improvements and/or the assumption of long- 
term, non-cancelable leases. 


In addition, engaging in acquisitions and dispositions places increased demands on the brand’s operational and 
financial management resources and may require us to continue to expand these resources. If Wendy’s is unable to 
manage the acquisition and disposition of restaurants effectively, our business and financial results could be adversely 


affected. 


Current restaurant locations may become unattractive, and attractive new locations may not be available for a 
reasonable price, if at all. 


The success of any restaurant depends in substantial part on its location. There can be no assurance that our 
current restaurant locations will continue to be attractive as demographic patterns change. Neighborhood or 
economic conditions where our restaurants are located could decline in the future, thus resulting in potentially 
reduced sales in those locations. In addition, rising real estate prices in some areas may restrict our ability and the 
ability of franchisees to purchase or lease new desirable locations. If desirable locations cannot be obtained at 
reasonable prices, the brand’s ability to execute its growth strategies could be adversely affected. 


Wendy’s leasing and ownership of significant amounts of real estate exposes it to possible liabilities and losses, 
including liabilities associated with environmental matters. 


As of January 1, 2017, Wendy’s leased or owned the land and/or the building for 330 Company-operated 
Wendy’s restaurants. Wendy’s also owned 519 and leased 979 properties that were either leased or subleased principally 
to franchisees as of January 1, 2017. Accordingly, we are subject to all of the risks associated with leasing and owning real 
estate. In particular, the value of our real property assets could decrease, and costs could increase, because of changes in 
the investment climate for real estate, demographic trends, supply or demand for the use of the restaurants, which may 
result from competition from similar restaurants in the area, and liability for environmental matters. 


Wendy’s is subject to federal, state and local environmental, health and safety laws and regulations concerning 
the discharge, storage, handling, release and disposal of hazardous or toxic substances. These environmental laws 
provide for significant fines, penalties and liabilities, sometimes without regard to whether the owner, operator or 
occupant of the property knew of, or was responsible for, the release or presence of the hazardous or toxic substances. 
Third parties may also make claims against owners, operators or occupants of properties for personal injuries and 
property damage associated with releases of, or actual or alleged exposure to, such substances. A number of our 
restaurant sites were formerly gas stations or are adjacent to current or former gas stations, or were used for other 
commercial activities that can create environmental impacts. We may also acquire or lease these types of sites in the 
future. We have not conducted a comprehensive environmental review of all of our properties. We may not have 
identified all of the potential environmental liabilities at our leased and owned properties, and any such liabilities 
identified in the future could cause us to incur significant costs, including costs associated with litigation, fines or 
clean-up responsibilities. In addition, we cannot predict what environmental legislation or regulations will be enacted 
in the future or how existing or future laws or regulations will be administered or interpreted. We cannot predict the 
amount of future expenditures that may be required in order to comply with any environmental laws or regulations or 
to satisfy any such claims. See “Item 1. Business—General—Legal and Environmental Matters.” 


Wendy’s leases real property generally for initial terms of 15 to 20 years with one or more options to extend the 
term of the leases in consecutive five-year increments. Many leases provide that the landlord may increase the rent 
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over the term of the lease and any renewals thereof. Most leases require us to pay all of the costs of insurance, taxes, 
maintenance and utilities. We generally cannot cancel these leases. If an existing or future restaurant is not profitable, 
and we decide to close it, we may nonetheless be committed to perform our obligations under the applicable lease 
including, among other things, paying the base rent for the balance of the lease term. In addition, as each lease 
expires, we may fail to negotiate additional renewals or renewal options, either on commercially acceptable terms or at 
all, which could cause us to close restaurants in desirable locations. 


Due to the concentration of Wendy’s restaurants in particular geographic regions, our business results could be 
impacted by the adverse economic conditions prevailing in those regions regardless of the state of the national 
economy as a whole. 


As of January 1, 2017, we and our franchisees operated Wendy’s restaurants in 50 states, the District of 
Columbia and 30 foreign countries and territories. As of January 1, 2017 and as detailed in “Item 2. Properties,” the 
eight leading states by number of operating units were: Florida, Texas, Ohio, Georgia, California, Pennsylvania, 
Michigan and North Carolina. This geographic concentration can cause economic conditions in particular areas of 
the country to have a disproportionate impact on our overall results of operations. It is possible that adverse economic 
conditions in states or regions that contain a high concentration of Wendy’s restaurants could have a material adverse 
impact on our results of operations in the future. 


Our operations are influenced by adverse weather conditions. 


Weather, which is unpredictable, can impact Wendy’s restaurant sales. Harsh weather conditions that keep 
customers from dining out result in lost opportunities for our restaurants. A heavy snowstorm in the Northeast or 
Midwest or a hurricane in the Southeast can shut down an entire metropolitan area, resulting in a reduction in sales in 
that area. Our first quarter includes winter months and historically has a lower level of sales at Company-operated 
restaurants. Because a significant portion of our restaurant operating costs is fixed or semi-fixed in nature, the loss of 
sales during these periods hurts our operating margins, and can result in restaurant operating losses. For these reasons, 
a quarter-to-quarter comparison may not be a good indication of Wendy’s performance or how it may perform in the 
future. 


Our business could be hurt by increased labor costs or labor shortages. 


Labor is a primary component in the cost of operating our restaurants. We devote significant resources to 
recruiting and training its managers and hourly employees. Increased labor costs due to competition, increased 
minimum wage or employee benefits costs (including various federal, state and local actions to increase minimum 
wages and government-mandated health care benefits), unionization activity or other factors would adversely impact 
our cost of sales and operating expenses. In addition, Wendy’s success depends on its ability to attract, motivate and 
retain qualified employees, including restaurant managers and staff. If the brand is unable to do so, our results of 
operations could be adversely affected. 


Complaints or litigation may hurt the Wendy’s brand. 


Wendy’s customers file complaints or lawsuits against us alleging that we are responsible for an illness or injury 
they suffered at or after a visit to a Wendy’s restaurant, or alleging that there was a problem with food quality or 
operations at a Wendy’s restaurant. We are also subject to a variety of other claims arising in the ordinary course of 
our business, including personal injury claims, contract claims, claims from franchisees (which tend to increase when 
franchisees experience declining sales and profitability) and claims alleging violations of federal and state law regarding 
workplace and employment matters, discrimination and similar matters, including class action lawsuits related to 
these matters. The Company has also been named as a defendant in the matters described in “Item 3. Legal 
Proceedings.” Regardless of whether any claims against us are valid or whether we are found to be liable, claims may 
be expensive to defend and may divert management’s attention away from operations and hurt our performance. We 
cannot estimate the aggregate possible range of loss due to most proceedings being in preliminary stages, with various 
motions either yet to be submitted or pending, discovery yet to occur, and significant factual matters unresolved. In 
addition, most cases seek an indeterminate amount of damages and many involve multiple parties. Predicting the 
outcomes of settlement discussions or judicial or arbitral decisions are thus inherently difficult. Insurance policies 
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contain customary limitations, conditions and exclusions that can affect the amount of insurance proceeds ultimately 
received. A judgment significantly in excess of our insurance coverage for any claims could materially adversely affect 
our financial condition or results of operations. Further, adverse publicity resulting from these claims may hurt us and 
our franchisees. 


Additionally, the restaurant industry has been subject to a number of claims that the menus and actions of 
restaurant chains have contributed to the obesity of certain of their customers. Adverse publicity resulting from these 
allegations may harm the reputation of our restaurants, even if the allegations are not directed against our restaurants 
or are not valid, and even if we are not found liable or the concerns relate only to a single restaurant or a limited 
number of restaurants. Moreover, complaints, litigation or adverse publicity experienced by one or more of Wendy’s 
franchisees could also hurt our business as a whole. 


We may not be able to adequately protect our intellectual property, which could harm the value of the Wendy’s 
brand and hurt our business. 


Our intellectual property is material to the conduct of our business. We rely on a combination of trademarks, 
copyrights, service marks, trade secrets and similar intellectual property rights to protect our brand and other 
intellectual property. The success of our business strategy depends, in part, on our continued ability to use our 
existing trademarks and service marks in order to increase brand awareness and further develop our branded products 
in both existing and new markets. If our efforts to protect our intellectual property are not adequate, or if any third 
party misappropriates or infringes on our intellectual property, either in print or on the Internet, the value of our 
brand may be harmed, which could have a material adverse effect on our business, including the failure of our brand 
to achieve and maintain market acceptance. This could harm our image, brand or competitive position and, if we 
commence litigation to enforce our rights, cause us to incur significant legal fees. 


We franchise our brand to various franchisees. While we try to ensure that the quality of our brand is 
maintained by all of our franchisees, we cannot assure that these franchisees will not take actions that hurt the value of 
our intellectual property or the reputation of the Wendy’s restaurant system. 


We have registered certain trademarks and have other trademark registrations pending in the United States and 
certain foreign jurisdictions. The trademarks that we currently use have not been registered in all of the countries 
outside of the United States in which we do business or may do business in the future and may never be registered in 
all of these countries. We cannot assure that all of the steps we have taken to protect our intellectual property in the 
United States and foreign countries will be adequate. The laws of some foreign countries do not protect intellectual 
property rights to the same extent as the laws of the United States. 


In addition, we cannot assure that third parties will not claim infringement by us in the future. Any such claim, 
whether or not it has merit, could be time-consuming, result in costly litigation, cause delays in introducing new 
menu items, require costly modifications to advertising and promotional materials or require us to enter into royalty 
or licensing agreements. As a result, any such claim could harm our business and cause a decline in our results of 
operations and financial condition. 


Our current insurance may not provide adequate levels of coverage against claims that have been or may be 


filed. 


We currently maintain insurance we believe is adequate for businesses of our size and type. However, there are 
types of losses we may incur that cannot be insured against or that we believe are not economically reasonable to 
insure, such as losses due to natural disasters or acts of terrorism. In addition, we currently self-insure a significant 
portion of expected losses under workers compensation, general liability and property insurance programs. 
Unanticipated changes in the actuarial assumptions and management estimates underlying our reserves for these losses 
could result in materially different amounts of expense under these programs, which could harm our business and 
adversely affect our results of operations and financial condition. 


The Company currently maintains insurance coverage to address cyber incidents. Applicable insurance policies 
contain customary limitations, conditions and exclusions. There can be no assurance that the cyber policies 
maintained by the Company will cover substantially all of the Company’s costs and expenses incurred related to the 
cybersecurity incidents described below in this Item 1A and in “Item 3. Legal Proceedings.” 
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Changes in legal or regulatory requirements, including franchising laws, payment card industry rules, overtime 
rules, minimum wage rates, government-mandated health care benefits, tax legislation, federal ethanol policy 
and accounting standards, may adversely affect our ability to open new restaurants or otherwise hurt our 
existing and future operations and results. 


Each Wendy’s restaurant is subject to licensing and regulation by health, sanitation, safety and other agencies in 
the state and/or municipality in which the restaurant is located, as well as to Federal laws, rules and regulations and 
requirements of non-governmental entities such as payment card industry rules. State and local government 
authorities may enact laws, rules or regulations that impact restaurant operations and the cost of conducting those 
operations. There can be no assurance that we and/or our franchisees will not experience material difficulties or 
failures in obtaining the necessary licenses or approvals for new restaurants, which could delay the opening of such 
restaurants in the future. In addition, more stringent and varied requirements of local governmental bodies with 
respect to tax, zoning, land use and environmental factors could delay or prevent development of new restaurants in 
particular locations. 


Federal laws, rules and regulations address many aspects of our business, such as franchising, federal ethanol 
policy, minimum wages and taxes. We and our franchisees are also subject to the Fair Labor Standards Act, which 
governs such matters as minimum wages, overtime and other working conditions, along with the ADA, family leave 
mandates and a variety of other laws enacted by the states that govern these and other employment law matters. 
Changes in laws, rules, regulations and governmental policies, including the joint employer standard, could increase 
our costs and adversely affect our existing and future operations and results. 


It is possible that the Patient Protection and Affordable Care Act (“PPACA”) could be amended or repealed in 
the future. The Company cannot predict the extent to which amendment or repeal of the PPACA, or the 
implementation of another government-mandated health care program, might require modifications to our benefits 
policies and practices, result in disruptions to our operations or our ability to attract and retain personnel, or result in 
increased health care costs. 


Changes in accounting standards, or in the interpretation of existing standards, applicable to us could also affect 
our future results. See “Item 8. Financial Statements and Supplementary Data,” Note 1 to the Consolidated Financial 
Statements, for a summary of new or amended accounting standards applicable to us. 


We do not exercise ultimate control over purchasing for our restaurant system, which could harm sales or 


profitability and the brand. 


Although we ensure that all suppliers to the Wendy’s system meet quality control standards, Wendy’s 
franchisees control the purchasing of food, proprietary paper, equipment and other operating supplies from such 
suppliers through the purchasing co-op controlled by Wendy’s franchisees, QSCC. QSCC negotiates national 
contracts for such food, equipment and supplies. We are entitled to appoint two representatives (of the total of 11) on 
the board of directors of QSCC and participates in QSCC through its Company-operated restaurants, but we do not 
control the decisions and activities of QSCC except to ensure that all suppliers satisfy our quality control standards. If 
QSCC does not properly estimate the product needs of the Wendy’s system, makes poor purchasing decisions, or 
decides to cease its operations, system sales and operating costs could be adversely affected and our results of 
operations and financial condition or the financial condition of Wendy’s franchisees could be hurt. 


Our international operations are subject to various factors of uncertainty and there is no assurance that 
international operations will be profitable. 


In addition to many of the risk factors described throughout this Item 1A, Wendy’s business outside of the 
United States is subject to a number of additional factors, including international economic and political conditions, 
risk of corruption and violations of the United States Foreign Corrupt Practices Act or similar laws of other countries, 
differing cultures and consumer preferences, the inability to adapt to international customer preferences, inadequate 
brand infrastructure within foreign countries to support our international activities, inability to obtain adequate 
supplies meeting our quality standards and product specifications or interruptions in obtaining such supplies, 
restrictions on our ability to move cash out of certain foreign countries, currency regulations and fluctuations, diverse 
government regulations and tax systems, uncertain or differing interpretations of rights and obligations in connection 
with international franchise agreements, the collection of royalties from international franchisees and intellectual 
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property rights, the availability and cost of land, construction costs, other legal, financial or regulatory impediments to 
the development and/or operation of new restaurants, and the availability of experienced management, appropriate 
franchisees, and joint venture partners. Although we believe we have developed the support structure required for 
international growth, there is no assurance that such growth will occur or that international operations will be 


profitable. 


To the extent we invest in international Company-operated restaurants or joint ventures, we would also have 
the risk of operating losses related to those restaurants, which would adversely affect our results of operations and 
financial condition. 


We are heavily dependent on computer systems and information technology and any material failure, 
interruption or security breach of our computer systems or technology could impair our ability to efficiently 
operate our business. 


We are significantly dependent upon our computer systems and information technology to properly conduct 
our business, including point-of-sale processing in our restaurants, management of our supply chain, collection of 
cash, payment of obligations and various other processes and procedures. Our ability to efficiently manage our 
business depends significantly on the reliability and capacity of these systems and information technology. The failure 
of these systems and information technology to operate effectively, an interruption, problems with maintenance, 
upgrading or transitioning to replacement systems, fraudulent manipulation of sales reporting from our franchised 
restaurants resulting in loss of sales and royalty payments, or a breach in security of these systems could be harmful 
and cause delays in customer service, result in the loss of data and reduce efficiency or cause delays in operations. 
Significant capital investments might be required to remediate any problems. Any security breach involving our or our 
franchisees’ point-of-sale or other systems could result in a loss of consumer confidence and potential costs associated 
with fraud. Also, despite our considerable efforts and technological resources to secure our computer systems and 
information technology, security breaches, such as unauthorized access and computer viruses, may occur, resulting in 
system disruptions, shutdowns or unauthorized disclosure of confidential information. A security breach of our 
computer systems or information technology could require us to notify customers, employees or other groups, result 
in adverse publicity, loss of sales and profits, and incur penalties or other costs that could adversely affect the 
operation of our business and results of operations. 


As part of our marketing efforts, we rely on search engine marketing and social media platforms to attract and 
retain customers. These efforts may not be successful, and pose a variety of other risks, including the improper 
disclosure of proprietary information, negative comments about the Wendy’s brand, exposure of personally 
identifiable information, fraud or out of date information. The inappropriate use of social media vehicles by 
franchisees, customers, or employees could increase our costs, lead to litigation or result in negative publicity that 
could damage our reputation. The occurrence of any such developments could have an adverse effect on business 
results. 


The occurrence of cyber incidents, or a deficiency in cybersecurity, could negatively impact our business by 
causing a disruption to our operations, a compromise or corruption of confidential information, and/or damage 
to our employee and business relationships, all of which could subject us to loss and harm the Wendy’s brand. 


A cyber incident is considered to be any adverse event that threatens the confidentiality, integrity or availability 
of information resources. More specifically, a cyber incident is an intentional attack or an unintentional event that can 
include gaining unauthorized access to systems to disrupt operations, corrupt data or steal confidential information 
about customers, franchisees, vendors and employees. A number of retailers and other companies have recently 
experienced serious cyber incidents and breaches of their information technology systems. The Wendy’s system has 
also experienced unusual credit card activity at some Wendy’s restaurants, as further described below. As the 
Company’s reliance on technology has increased, so have the risks posed to its systems, both internal and those it has 
outsourced. The three primary risks that could directly result from the occurrence of a cyber incident include 
operational interruption, damage to the relationship with customers, franchisees and employees and private data 
exposure. In addition to maintaining insurance coverage to address cyber incidents, the Company has also 
implemented processes, procedures and controls to help mitigate these risks. However, these measures, as well as its 
increased awareness of a risk of a cyber incident, do not guarantee that the Company’s reputation and financial results 
will not be adversely affected by such an incident. 


19 


Because the Company and its franchisees accept electronic forms of payment from their customers, the 
Company’s business requires the collection and retention of customer data, including credit and debit card numbers 
and other personally identifiable information in various information systems that the Company and its franchisees 
maintain and in those maintained by third parties with whom the Company and its franchisees contract to provide 
credit card processing. The Company also maintains important internal Company data, such as personally identifiable 
information about its employees and franchisees and information relating to its operations. The Company’s use of 
personally identifiable information is regulated by foreign, federal and state laws, as well as by certain third-party 
agreements. As privacy and information security laws and regulations change, the Company may incur additional 
costs to ensure that it remains in compliance with those laws and regulations. If the Company’s security and 
information systems are compromised or if its employees or franchisees fail to comply with these laws, regulations, or 
contract terms, and this information is obtained by unauthorized persons or used inappropriately, it could adversely 
affect the Company’s reputation and could disrupt its operations and result in costly litigation, judgments, or 
penalties resulting from violation of federal and state laws and payment card industry regulations. A cyber incident 
could also require the Company to notify customers, employees or other groups, result in adverse publicity, loss of 
sales and profits, increase fees payable to third parties, and incur penalties or remediation and other costs that could 
adversely affect the operation of the Company’s business and results of operations. 


Certain of Our Franchisees have Experienced Cybersecurity Incidents. 


The Company first reported unusual payment card activity affecting some franchise-owned restaurants in 
February 2016 and that malware had been discovered on certain systems. Subsequently, on June 9, 2016, the 
Company reported that an additional malware variant had been identified and disabled. On July 7, 2016, the 
Company, on behalf of affected franchise locations, provided information about specific restaurant locations that may 
have been impacted by these attacks, all of which are located in the United States, along with support for customers 
who may have been affected by the malware variants. 


Working closely with third-party forensic experts, federal law enforcement and payment card industry contacts 
as part of its ongoing investigation, the Company determined that specific payment card information was targeted by 
the additional malware variant. This information included cardholder name, credit or debit card number, expiration 
date, cardholder verification value and service code. 


The Company believes the criminal cyberattacks resulted from service providers’ remote access credentials being 
compromised, allowing access, and the ability to deploy malware, to some franchisees’ point-of-sale systems. There has 
been no indication in the ongoing investigation that any Company-operated restaurants were impacted by this activity. 


The Company worked with investigators to disable the malware involved in the first attack earlier this year. Soon 
after detecting the malware variant involved in the latest attack, the Company identified a method of disabling it and 
thereafter disabled it in all franchisee restaurants where it was discovered. The investigation has confirmed that criminals 
used malware believed to have been effectively deployed on some Wendy’s franchisee systems starting in late fall 2015. 


The Company has been named as a defendant in a putative class action filed in the United States on behalf of 
customers, as well as five class actions brought by financial institutions in the United States that have been 
consolidated into a single proceeding. In addition, certain of the Company’s present and former directors, and one 
non-director executive officer of the Company, were named as defendants in a putative shareholder derivative 
complaint alleging breach of fiduciary duty, waste of corporate assets, unjust enrichment and gross mismanagement. 
These civil proceedings seek damages and other relief allegedly arising from the cybersecurity incident. In addition, 
claims may also be made by payment card networks against the affected franchisees. These claims and investigations 
may adversely affect how we or our franchisees operate the business, divert the attention of management from the 
operation of the business, have an adverse effect on our reputation, result in additional costs and adversely affect our 
results of operations. 


We may be required to recognize additional asset impairment and other asset-related charges. 


We have significant amounts of long-lived assets, goodwill and intangible assets and have incurred impairment 
charges in the past with respect to those assets. In accordance with applicable accounting standards, we test for 
impairment generally annually, or more frequently, if there are indicators of impairment, such as: 


* significant adverse changes in the business climate; 


20 


* current period operating or cash flow losses combined with a history of operating or cash flow losses or a 
projection or forecast that demonstrates continuing losses associated with long-lived assets; 


* a current expectation that more-likely-than-not (i.e., a likelihood that is more than 50%) long-lived assets 
will be sold or otherwise disposed of significantly before the end of their previously estimated useful life; and 


* a significant drop in our stock price. 


Based upon future economic and capital market conditions, as well as the operating performance of our 
reporting units, future impairment charges could be incurred. Further, as a result of the system optimization initiative, 
the Company has recorded losses on remeasuring long-lived assets to fair value upon determination that the assets will 
be leased and/or subleased to franchisees in connection with the sale or anticipated sale of restaurants, and may incur 
further losses as the Company continues to sell restaurants under the system optimization initiative. 


The Company and certain of its subsidiaries are subject to various restrictions, and substantially all of the assets 
of certain subsidiaries are security, under the terms of a securitization transaction that was completed on 
June 1, 2015. 


On June 1, 2015, Wendy’s Funding, LLC (“Wendy’s Funding” or the “Master Issuer”), a limited-purpose, 
bankruptcy-remote, wholly-owned indirect subsidiary of The Wendy’s Company, entered into a base indenture and a 
related supplemental indenture (collectively, the “Indenture”) under which the Master Issuer may issue multiple series 
of notes. On the same date, the Master Issuer issued Series 2015-1 3.371% Fixed Rate Senior Secured Notes, 
Class A-2-I (the “Class A-2-I Notes”) with an initial principal amount of $875.0 million, Series 2015-1 4.080% Fixed 
Rate Senior Secured Notes, Class A-2-II (the “Class A-2-II Notes”) with an initial principal amount of $900.0 million 
and the Series 2015-1 4.497% Fixed Rate Senior Secured Notes, Class A-2-IH, (the “Class A-2-III Notes”) with an 
initial principal amount of $500.0 million (collectively, the “Series 2015-1 Class A-2 Notes”). In addition, the Master 
Issuer entered into a revolving financing facility of Series 2015-1 Variable Funding Senior Secured Notes, Class A-1 
(the “Series 2015-1 Class A-1 Notes” and, together with the Series 2015-1 Class A-2 Notes, the “Series 2015-1 Senior 
Notes”), which allow for the drawing of up to $150.0 million under the Series 2015-1 Class A-1 Notes, which 
include certain credit instruments, including a letter of credit facility. The Series 2015-1 Class A-1 Notes were issued 
under the Indenture and allow for drawings on a revolving basis. 


The Series 2015-1 Senior Notes were issued in a securitization transaction pursuant to which certain of the 
Company’s domestic and foreign revenue-generating assets, consisting principally of franchise-related agreements, real 
estate assets, and intellectual property and license agreements for the use of intellectual property, were contributed or 
otherwise transferred to the Master Issuer and certain other limited-purpose, bankruptcy remote, wholly-owned 
indirect subsidiaries of the Company that act as guarantors (the “Guarantors”) of the Series 2015-1 Senior Notes and 
that have pledged substantially all of their assets, excluding certain real estate assets and subject to certain limitations, 
to secure the Series 2015-1 Senior Notes. 


The Series 2015-1 Senior Notes are subject to a series of covenants and restrictions customary for transactions 
of this type, including (i) that the Master Issuer maintains specified reserve accounts to be used to make required 
payments in respect of the Series 2015-1 Senior Notes, (ii) provisions relating to optional and mandatory 
prepayments and the related payment of specified amounts, including specified make-whole payments in the case of 
the Series 2015-1 Class A-2 Notes under certain circumstances, (iii) certain indemnification payments in the event, 
among other things, the assets pledged as collateral for the Series 2015-1 Senior Notes are in stated ways defective or 
ineffective and (iv) covenants relating to recordkeeping, access to information and similar matters. The Series 2015-1 
Senior Notes are also subject to customary rapid amortization events provided for in the Indenture, including events 
tied to failure to maintain stated debt service coverage ratios, the sum of global gross sales for specified restaurants 
being below certain levels on certain measurement dates, certain manager termination events, an event of default, and 
the failure to repay or refinance the Series 2015-1 Class A-2 Notes on the applicable scheduled maturity date. The 
Series 2015-1 Senior Notes are also subject to certain customary events of default, including events relating to 
non-payment of required interest, principal, or other amounts due on or with respect to the Series 2015-1 Senior 
Notes, failure to comply with covenants within certain time frames, certain bankruptcy events, breaches of specified 
representations and warranties, failure of security interests to be effective, and certain judgments. 


In the event that a rapid amortization event occurs under the Indenture (including, without limitation, upon an 
event of default under the Indenture or the failure to repay the securitized debt at the end of the applicable term), the 
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funds available to the Company would be reduced or eliminated, which would in turn reduce our ability to operate or 
grow our business. If the Company’s subsidiaries are not able to generate sufficient cash flow to service their debt 
obligations, they may need to refinance or restructure debt, sell assets, reduce or delay capital investments, or seek to 
raise additional capital. If the Company’s subsidiaries are unable to implement one or more of these alternatives, they 
may not be able to meet debt payment and other obligations. 


The Company has a significant amount of debt outstanding. Such indebtedness, along with the other 
contractual commitments of its subsidiaries, could adversely affect our business, financial condition and results 
of operations, as well as the ability of certain of our subsidiaries to meet debt payment obligations. 


The Company has approximately $2.5 billion of outstanding debt, including debt issued in the securitization 
transaction on June 1, 2015. Additionally, a subsidiary of the Company has issued the Series 2015-1 Class A-1 Notes, 
which will allow the subsidiary to borrow amounts from time to time on a revolving basis, up to an aggregate 
principal amount of $150.0 million. 


This level of debt could have significant consequences on the Company’s future operations, including: 
¢ making it more difficult to meet payment and other obligations under outstanding debt; 


¢ resulting in an event of default if the Company’s subsidiaries fail to comply with the financial and other 
restrictive covenants contained in debt agreements, which event of default could result in all of the 
Company’s subsidiaries’ debt becoming immediately due and payable; 


* reducing the availability of the Company’s cash flow to fund working capital, capital expenditures, 
acquisitions and other general corporate purposes, and limiting the Company’s ability to obtain additional 
financing for these purposes; 


¢ subjecting the Company to the risk of increased sensitivity to interest rate increases on indebtedness with 
variable interest rates; 


¢ limiting the Company’s flexibility in planning for, or reacting to, and increasing its vulnerability to, changes 
in the Company’s business, the industry in which it operates and the general economy; and 


* placing the Company at a competitive disadvantage compared to its competitors that are less leveraged. 


In addition, certain of the Company’s subsidiaries also have significant contractual requirements for the 
purchase of soft drinks. If consumer preferences change and the Company’s customers purchase fewer soft drinks than 
expected or estimated, such contractual commitments may adversely affect the financial condition of the Company. 
The Company has also provided loan guarantees to various lenders on behalf of franchisees entering into debt 
arrangements for new restaurant development and equipment financing, and two guarantees to lenders for 
franchisees, in connection with the refinancing of a franchisee’s debt and the sale of restaurants to a franchisee. 
Certain subsidiaries also guarantee or are contingently liable for certain leases of their respective franchisees for which 
they have been indemnified. In addition, certain subsidiaries also guarantee or are contingently liable for certain leases 
of their respective franchisees for which they have not been indemnified. The Company has also provided an 
irrevocable stand-by letter of credit to a lender to support a financing program for franchisees that participate in the 
Company’s Image Activation Program. These commitments could have an adverse effect on the Company’s liquidity 
and the ability of its subsidiaries to meet payment obligations. 


The ability to meet payment and other obligations under the debt instruments of the Company’s subsidiaries 
depends on their ability to generate significant cash flow in the future. This, to some extent, is subject to general 
economic, financial, competitive, legislative and regulatory factors, as well as other factors that are beyond the 
Company’s control. There can be no assurance that the Company’s business will generate cash flow from operations, 
or that future borrowings will be available to it under existing or any future credit facilities or otherwise, in an amount 
sufficient to enable its subsidiaries to meet their debt payment obligations and to fund other liquidity needs. If the 
Company’s subsidiaries are not able to generate sufficient cash flow to service their debt obligations, they may need to 
refinance or restructure debt, sell assets, reduce or delay capital investments, or seek to raise additional capital. If the 
Company’s subsidiaries are unable to implement one or more of these alternatives, they may not be able to meet debt 
payment and other obligations. 
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In addition, the Company may incur additional indebtedness in the future. If new debt or other liabilities are 
added to the Company’s current consolidated debt levels, the related risks that it now faces could intensify. 


The securitization transaction documents impose certain restrictions on the activities of the Company and its 
subsidiaries. 


The Indenture and the management agreement entered into between a subsidiary of the Company and the 
Indenture trustee (the “Management Agreement”) contain various covenants that limit the Company’s and its 
subsidiaries’ ability to engage in specified types of transactions. For example, the Indenture and the Management 
Agreement contain covenants that, among other things, restrict, subject to certain exceptions, the ability of certain 
subsidiaries to: 


* incur or guarantee additional indebtedness; 

* sell certain assets; 

* create or incur liens on certain assets to secure indebtedness; or 

* consolidate, merge, sell or otherwise dispose of all or substantially all of their assets. 


As a result of these restrictions, the Company may not have adequate resources or flexibility to continue to 
manage the business and provide for growth of the Wendy’s system, including product development and marketing 
for the Wendy’s brand, which could have a material adverse effect on the Company’s future growth prospects, 
financial condition, results of operations and liquidity. 


To service debt and meet its other cash needs, Wendy’s will require a significant amount of cash, which may not 
be generated or available to it. 


The ability of Wendy’s to make payments on, repay or refinance its debt, including debt issued in the 
securitization transaction on June 1, 2015 and any additional debt, and to fund planned capital expenditures, 
dividends and other cash needs will depend largely upon its future operating performance. Future performance, to a 
certain extent, is subject to general economic, financial, competitive, legislative, regulatory and other factors that are 
beyond our control. In addition, the ability of Wendy’s to borrow funds in the future to make payments on its debt 
will depend on the satisfaction of the covenants in its credit facilities and other debt agreements, including those for 
the debt issued in the securitization transaction on June 1, 2015 and other agreements it may enter into in the future. 
Specifically, Wendy’s will need to maintain specified financial ratios and satisfy financial condition tests. There is no 
assurance that the Wendy’s business will generate sufficient cash flow from operations or that future borrowings will 
be available under its credit facilities or from other sources in an amount sufficient to enable it to pay its debt or to 
fund its or the Company’s dividend and other liquidity needs. 


There can be no assurance regarding whether or to what extent the Company will pay dividends on its Common 
Stock in the future. 


Holders of the Company’s Common Stock will only be entitled to receive such dividends as its Board of 
Directors may declare out of funds legally available for such payments. Any dividends will be made at the discretion of 
the Board of Directors and will depend on the Company’s earnings, financial condition, cash requirements and such 
other factors as the Board of Directors may deem relevant from time to time. 


Because the Company is a holding company, its ability to declare and pay dividends is dependent upon cash, 
cash equivalents and short-term investments on hand and cash flows from its subsidiaries. The ability of its 
subsidiaries to pay cash dividends and/or make loans or advances to the holding company will be dependent upon 
their respective abilities to achieve sufficient cash flows after satisfying their respective cash requirements, including 
subsidiary-level debt service and revolving credit agreements, to enable the payment of such dividends or the making 
of such loans or advances. The ability of any of its subsidiaries to pay cash dividends or other payments to the 
Company will also be limited by restrictions in debt instruments currently existing or subsequently entered into by 
such subsidiaries, which is described earlier in this Item 1A. 
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A substantial amount of the Company’s Common Stock is concentrated in the hands of certain stockholders. 


Nelson Peltz, the Company’s Chairman and former Chief Executive Officer, Peter May, the Company’s Vice 
Chairman and former President and Chief Operating Officer, and Edward Garden, who resigned as a director of the 
Company on December 14, 2015, beneficially own shares of the Company’s outstanding Common Stock that 
collectively constitute more than 20% of its total voting power as of February 22, 2017. Messrs. Peltz, May and 
Garden may, from time to time, acquire beneficial ownership of additional shares of Common Stock. 


On December 1, 2011, the Company entered into an agreement (the “Trian Agreement”) with Messrs. Peltz, 
May and Garden, and several of their affiliates (the “Covered Persons”). Pursuant to the Trian Agreement, the Board 
of Directors, including a majority of the independent directors, approved, for purposes of Section 203 of the 
Delaware General Corporation Law (“Section 203”), the Covered Persons becoming the owners (as defined in 
Section 203(c)(9) of the DGCL) of or acquiring an aggregate of up to (and including), but not more than, 32.5% 
(subject to certain adjustments set forth in the Agreement) of the outstanding shares of the Company’s Common 
Stock, such that no such persons would be subject to the restrictions set forth in Section 203 solely as a result of such 
ownership (such approval, the “Section 203 Approval”). 


The Trian Agreement (other than the provisions relating to the Section 203 Approval and certain miscellaneous 
provisions that survive the termination of the agreement) terminated pursuant to the termination provisions of the 
Trian Agreement after funds affiliated with the Covered Persons sold 16.2 million shares of the Company’s Common 
Stock on January 15, 2014, thereby decreasing the Covered Persons’ beneficial ownership to less than 25% of the 
outstanding voting power of the Company as of that date. The terminated provisions of the Trian Agreement 
included provisions restricting the Covered Persons in the following areas: (i) beneficial ownership of Company 
voting securities; (ii) solicitation of proxies or submission of a proposal for the vote of stockholders under certain 
circumstances; (iii) certain affiliate transactions with the Company; and (iv) voting of certain Company voting 
securities. 


This concentration of ownership gives Messrs. Peltz, May and Garden significant influence over the outcome of 
actions requiring stockholder approval, including the election of directors and the approval of mergers, consolidations 
and the sale of all or substantially all of the Company’s assets. They are also in a position to have significant influence 
to prevent or cause a change in control of the Company. If in the future Messrs. Peltz, May and Garden were to 
acquire more than a majority of the Company’s outstanding voting power, they would be able to determine the 
outcome of the election of members of the Board of Directors and the outcome of corporate actions requiring 
majority stockholder approval, including mergers, consolidations and the sale of all or substantially all of the 
Company’s assets. They would also be in a position to prevent or cause a change in control of the Company. 


The Company’s certificate of incorporation contains certain anti-takeover provisions and permits our Board of 
Directors to issue preferred stock without stockholder approval and limits its ability to raise capital from 
affiliates. 


Certain provisions in the Company’s certificate of incorporation are intended to discourage or delay a hostile 
takeover of control of the Company. The Company’s certificate of incorporation authorizes the issuance of shares of 
“blank check” preferred stock, which will have such designations, rights and preferences as may be determined from 
time to time by the Board of Directors. Accordingly, the Board of Directors is empowered, without stockholder 
approval, to issue preferred stock with dividend, liquidation, conversion, voting or other rights that could adversely 
affect the voting power and other rights of the holders of its common stock. The preferred stock could be used. to 
discourage, delay or prevent a change in control of the Company that is determined by the Board of Directors to be 
undesirable. Although the Company has no present intention to issue any shares of preferred stock, it cannot assure 
that it will not do so in the future. 


The Company’s certificate of incorporation prohibits the issuance of preferred stock to affiliates, unless offered 
ratably to the holders of the Company’s Common Stock, subject to an exception in the event that the Company is in 
financial distress and the issuance is approved by its audit committee. This prohibition limits the ability to raise 
capital from affiliates. 


Item 1B. Unresolved Staff Comments. 


None. 
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Item 2. Properties. 


We believe that our properties, taken as a whole, are generally well maintained and are adequate for our current 
and foreseeable business needs. 


The following table contains information about our principal office facilities as of January 1, 2017: 


APPROXIMATE 
SQ. FT. OF 
ACTIVE FACILITIES FACILITIES-LOCATION LAND TITLE FLOOR SPACE 
Corporate Headquarters ............ Dublin, Ohio Owned 324,025* 
Wendy’s Restaurants of Canada Inc. .. Burlington, Ontario, Canada Leased 8,917 


* — QSCC, the independent Wendy’s purchasing cooperative in which Wendy’s has non-controlling representation 
on the board of directors, leases 14,333 square feet of this space from Wendy’s. 


At January 1, 2017, Wendy’s and its franchisees operated 6,537 Wendy’s restaurants. Of the 330 Company- 
operated Wendy’s restaurants, Wendy’s owned the land and building for 149 restaurants, owned the building and 
held long-term land leases for 128 restaurants, held leases covering land and building for 53 restaurants. Wendy’s land 
and building leases are generally written for terms of 15 to 20 years with one or more five-year renewal options. In 
certain lease agreements, Wendy’s has the option to purchase the real estate. Certain leases require the payment of 
additional rent equal to a percentage, generally less than 6%, of annual sales in excess of specified amounts. As of 
January 1, 2017, Wendy’s also owned 519 and leased 979 properties that were either leased or subleased principally to 
franchisees. Surplus land and buildings are generally held for sale and are not material to our financial condition or 
results of operations. 


25 


The location of Company-operated and franchised restaurants as of January 1, 2017 is set forth below. 


State Company _ Franchise 
SAA pain a ict eos cd acta nite anthaslee cota ty a Sirah Dahdventndne ddd Oo aearh eee lacinacth dace GeabeaeasoAle cha Sacha eeaeeans — 99 
VASA pari seo ee hee na aoe ar hah Oem eee ed aay ene ats wae ae ea oh —_ 8 
APIZON AY 5.35, Gaia deere deh So aac hae da eed Res Gece Pad A dae Bo Pe ee ee — 94 
JA TURAN Sa Sines arscerben eddie betes be dar eal ag AD gay do de trae lett behead ae aries eater et eangeistge dD — 63 
GalifOri ides ¢ fete e aseteee Se ete tne ees se an east aed te Mais cule fe tear a etal — 261 
Colorado . 0... cece een eee nee nee e eee n eee e nents enaeanas 43 84 
COMMECHCUE io iendesesegce Ae ae ERS eee FSS WR eed Bae de ES ee ee RS — 47 
Doc la ware: iicde tied anton are ayer darter e 8 hots aneaovdndp arid Cotedanced onde kit dete ddd dave Gabel a Sed ara cate — 15 
PIOPIdae Saacse ee aoe ee a oe ieee te ene Rare a tea ee Gee Ae og ee Re ae ees 102 398 
COTO A oi ect sadasecests ei cate aay at ierlserd a Salbvaces deugh ng edie dba indi elo mane Sale A nuacdea oneguddebeuhydamisbees areas — 277 
EV AW AUN 245 gags evades -b wGeanseeindd a aWle, oF trae? ee aie aenedudee fared kW Par ON Ee ae enti a 7 
TARO oe eyenss are cane tee ase ee ered Bagh hws ar eet aad hit ones oe deen eens — 28 
Mis O18 tees c.cecst Se actin Ita aticea asst rouse auc anda t a snteda teem ade ilietent eotessscee tact abeoiaen. ciated aterandeet tases 54 136 
MAAS. eect, het acy ected, Sete peers teers fo dees yactense eed Set ceo ater Sete etang ad eae ah — 179 
NO Wabi isin stsnai a tavee dob aia beatae died ect screened aod dmv cdindsdnare Ganda d-aednand bck Oe daveb ee Gea we Witches — 4l 
IATA SAS escape sar eee cates cota aces cp sev ace 8 9 pote cc, ed aces Becta hse en Actarat sane eee ae eras — 66 
TREN CKY shoactsiacioes ts aasiteastagne Sasso. sharpen des ctv aodoesscandvibntnied gilt Bap scaled gave kpagwd nes aac pYaelaS — 141 
LOuiStanal cei dee Sa ead Dace ohare dood Md Ra OU Ee a eed 1 123 
IWEAITG 5 52 Sod ee ost fovea ae Oh Weereus tha. ati es erage A goat eaters: sete ars 4 hn Gee ie woatoans dteeerenenenate — 17 
Maar let dices ceadiidea gules chesbp iahasasdeg vai susie 8 e/dskuaeesasdigratin.g. Gyoatdes-j avs 4 Gla $5 cQuayn a Sinsiduece aca A teey — 106 
IVa SSAC IUISCE tS scr faite yee tate cee ker etic elias ata ance ae ee ate ee id ete ecg aa 45 49 
Michigait sSc.cvus tacos tene dteh doa eeecbe te ditdadeahy adda aoubes ade ee tieeats — 252 
BAY Dirac Coy = paar mr Te — 63 
IMISSISSUP PU. sss: isnese ese ac dab sida a Saclay hea alle tvatieb youtral tpl gdiig seh pth nde esac dy lea na devia prandsdubgudnearatebeghay'e lat — 93 
MissOUti2 3 sii edad ea hee eae ee Se Pa Dee Be A Aa ed FS — 97 
Montana: ei-s-ien te apdnsaleaerampase dave ed od b Metis Midna teed Sua Gddesee dot ee dd aaa — 14 
Iie Bas Meal fesctees ccs efatactnanstchantte eqs tesent tte od Seth ale Pere taea tea ae fons ty ae tadind nes, aot teee thane de einen see — 30 
IN GV ad alii 5 Senchses'8. db detesddc hice pide cas dan cowta ae eden de ate Sido bakacd ow lead Detar bg a Sede aad — 4B 
New Hampshites.ovc.dscedeeet eee ud ceed gids ndane en edeeeacnes Sage bal geals — 23 
New Jetseynn sc Yekus seaweeds ase eda eee eee aw beeen renee tea uk eas Os — 139 
NeW MERICO:  snscecacscaie, Wledeaes agile als. aa sand ran avace aac dcacards Ridoe oqalaeon a. aca ds rach adver aude lela deaedlae — 40 
Ie YOu esse desea cea act heer Satie ect cess Seen Ate th dete et Pete pi eee 46 167 
North: Garo lima): ssacscicw aided ieanaed nied dea eaetind epee dacd dood dea trGhbvget eth babi att eriod Goteteaee dente teodew — 251 
North Dakota, 62, o48 aces ctiaene 38 osteo doh es ese Ge ree tence el = 8 
Cc Co semper See me a PR ar aT SPEC AR En PPO PO ce Ee 32 377 
Oklahoma: icant oernnhonia nets dee ae aod ceed an doeaadae ddd ene a dn dave Chala Sean ete — 35 
ORSON. wii eek ne a eee eee a ROR WEEE eae DG MOE ga TS PEARS OE Se aS — 38 
Demis ylVAtia) sagitgcica ing canes phat AG abet acne d5 boa nde Mplie Lag og ke Sash gles quah ca bcgvgsatta guar Mes eeasie aig — 257 
ROE slate cic fete dova cde Actas uth ws is Sean B Hees Sedeeae Dae ee Sith deta 4 deb tedden 7 11 
South: Carolina om iniisadncumtdwanrdacidend of5 wdapthaa der bdnt bt ae sawed tabdawGaneeasat — 126 
SOuiths DalkOtaes ceases ot tenes ote epee Bag dk Phaale are enses alee he ayteet eatin a oto es eie — 9 
SMCS SCS case. octet oe haan shana ac atte ndtae Shs eesottth adacet thembensenaan nese abanalete, i acenahaactndetestsacte de cnenseoleaaeaets — 179 
WRERAS: Sea sbecs acevo dad sts dated acasa-abv desea ance denen aia baa hea lena dace abd aca ens Gate haa — 390 
NO TATAL < 8e - Sarco sadeesta recs cs cevaleenia dS Gonna ve anasto A BGS eo ola anale he dabhew ere taco catenn ta ania uae eee ah _ 84 
WS ONE dss. cco toee teste, ayatseeara tied as ealastece atlariopeeeaaeeeptmseataay fy delmarsie ide aun iy aceenavaeae to aee bese coud sese- du aewtiant — 4 
VP UME 2b Scns tthe gaan R201 Sse acca ee care IS See de engraee Sh aed Dede eG th esa ook Reena needed — 222 
Washington :..c.cocee¢sieycnawhd sate aie Gadd Gee tordes Goede s wea adeey Gnas — 7, 
West Vitgiila.. 22.5005. enews ades pete dav ediat dois ces in pekedeeseeeawt — 68 
WASCOMSID,. osc. sod skids go Seaacare dow chiara dine, Ra ded dy euecata bhava dvabacacs wena enw sd; a does avacdtonech ede aude wa — 56 
Wyoming sc. seedasials sdatapeses Weds Hhsy 40S Le le M bebe aa tiee Bidgeals Sede — 14 
District:of Columbia: 2-3 sik ice shot ois doa eb Gd Pa OS SA ae Be. 2 RSA eae hee — 3 
Domestic:subtotall ~..< x07 ge edaas et Band ne nude ied eehn ton shale ee eae he awd texan 330 5,409 
ata ga icsctsndeg shes scse at necsecsh dere tea eese Sos tar ote geared tee onion fonts hte Pesan ean fete ana geedee ues aenatatepieas — 359 
North Ameticasubtotall 4.2.3-:5. 6.23025 indsiet bedi ieanh wari ai etd Rhdadaa Gelade deacons 330 5,768 
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Country/Territory Company — Franchise 


Da 0 300: ese a am ere — vs 
PUD AS sb eo eid dee eheane NES. SAE nee tired adil g dea dude oS atte § AAR ee BS = 4 
Babar ss: on 253 ie, Ges to aeiegns aac due Ie Senate Bredewledlns aed b elees saws SoG Sermo cea aAek — 12 
Brazil, os dsi debi deeded dnndrdeand teria dn bea ed ade wat aa ayes ee Se — 2 
CI es nea arcs ete she ae ence av rh Gog seatece a aOR elt tans nS ose eh otene oak: Ante oce a ance ola os eee — 6 
Curacao ‘aids thie a ea woe ea eee ad beet bladed edad ded ded eed ad ees — 1 
Dominican Republic. .acceeent guess Saeed seth Shhh baeia oa do paeeee eee — 11 
ECUad OF 3 s,dcsia-dtie edd edad aoses neice He GE ea ei Wh gee Mca Gea Ses — 3 
Bl Salad Ores, ses nt ncstae oeagh hs Gosia toaeterd mee meacete a Ar a tee det Aorta wate Rete oak ook Bee NE — 17 
GEOL: ite cStriwhenee ha MEGS Mek S arenes Sade SeA eag anh ems ewe ete eae ees — 8 
Grand Cayman [slandS'cescscne eicn un Oe aed oad Sheed whinedk gales AAR alae Re RE — 2 
GUI gees Seabed aces ede Aik ean d tn rdcien Oa bean ud Sed veered eter ae dew de aed eed — 4 
Guatemala 5 age knees tseonts butte eisesate. wis) @ a cach nS aS Plate beads Acs tyes wa Ane win we eat — 12 
PA rida sais sca hs, Peace eed aad ane ieee wats dake neha bod aed os eae aals — 23 
MVC ale «fees oet es ten ne jaca Soe ears Baseg bees ehh aoe: axe Means ohare h ae dre areas eee des ene Rac ounenain Ateetenenec — 2 
Ind OMesiad.sid odscks Co Ado SR IRY DOROS FoR OEE eee ded dard ob — 59 
VAMALCA, Bxsee staat ecackeyeon toe 6 oes: ea aesk ea ch ch Sectee Suh bay tats holga: Gee Ra tone oN — 6 
Japa seek Seen 1 ieee es Neg Ay se see ens wea a Seger beats erator dia SAN NAN See ied — 8 
IRUWAIE f ou2 fond henge 2h abe De ke ee hae et ik gales oa eee kere ed eae aed — 1 
Malaysia ssi dcact-g andeaceg re sdceacwnectcectote scene ntearg dd ded aera nn eee eae Bd Ge aetna — 11 
MCC O isescss ars st sce cence te seca revtita- esa itn wit in a any ota Oana ak eee ee BE ie ea — 24 
INéw Zealand! acs. il occ eevee Sp chee BF dee hae ea a eda enews — 23 
PATA: -o:2 Daur ane acetone ean g one Behe d ee ees Bhs kee i ea doe Reread — 8 
PHIUIPPINES ecca dole eo Sekts Geese HS Cake Che bad Meee Mees too Sedeh Sheed — 46 
PUEREO! RIGG (5.0.0 ese ahd es Peau hat acai eed ehh daa ieoaes helicase Mads — 78 
Teunidadand Tobago s.z00 0324s Gees vets de hes Hee Oded Vee eee aus ee Slee bees — 8 
United Arab Emirates: o.2ccce¢ oiecety paces ed thew dus sede hades daw so haan ane tek — 17 
Veniéziiel ai sci-5 cdeiciereneai bbe ion eicee deed ode eet hide oA dae tae — 34 
US Viren slands: scien chen tem vad gh ce RG aus been GO beh e hires wee CE haw ee Reed — 2 
International subtotal v4.<.csivarckoa donee ehes deed boas heed GGA dented — 439 
Grand total: icc2ddpagawhtedane iytbese diac dbeaaweriaeewtd ie heweaat 330 6,207 


Item 3. Legal Proceedings. 


We are involved in litigation and claims incidental to our current and prior businesses. We provide accruals for 
such litigation and claims when payment is probable and reasonably estimable. The Company believes it has adequate 
accruals for continuing operations for all of its legal and environmental matters. We cannot estimate the aggregate 
possible range of loss due to most proceedings being in preliminary stages, with various motions either yet to be 
submitted or pending, discovery yet to occur and significant factual matters unresolved. In addition, most cases seek 
an indeterminate amount of damages and many involve multiple parties. Predicting the outcomes of settlement 
discussions or judicial or arbitral decisions is thus inherently difficult. Based on our currently available information, 
including legal defenses available to us, and given the aforementioned accruals and our insurance coverage, we do not 
believe that the outcome of these legal and environmental matters will have a material effect on our consolidated 
financial position or results of operations. 


The Company was named as a defendant in a civil complaint that was filed in the U.S. District Court for the 
Middle District of Florida on February 8, 2016 by plaintiff Jonathan Torres. The complaint asserted claims of breach 
of implied contract, negligence and violations of the Florida Unfair and Deceptive Trade Practices Act arising from 
the Company’s alleged failure to safeguard customer credit card information and the alleged failure to provide notice 
that credit card information had been compromised. The complaint sought certification of a putative nationwide class 
of consumers impacted by the alleged failures. The plaintiff sought monetary damages, injunctive and equitable relief, 
attorneys’ fees and other costs. The Company’s motion to dismiss the complaint was granted, without prejudice, on 
July 15, 2016. 


27 


An amended complaint was filed in the same court by plaintiff Jonathan Torres and six additional named 
plaintiffs on July 29, 2016. The amended complaint names the Company’s subsidiary, Wendy’s International, LLC 
(“Wendy’s International”), as the defendant and asserts claims of breach of implied contract, negligence and violations 
of state consumer protection or deceptive trade practices statutes in the states of Florida, New York, New Jersey, 
Mississippi, Tennessee and Texas arising from Wendy’s International’s alleged failure to safeguard customer credit 
card information and the alleged failure to provide notice that credit card information had been compromised. The 
amended complaint also asserts violations of state data breach statutes in Florida, New York, New Jersey, Tennessee 
and Texas based on Wendy’s International’s alleged failure to timely and fully disclose the alleged data breach. The 
amended complaint seeks certification of a putative nationwide class of consumers impacted by the alleged failures, or 
in the alternative, statewide classes for Florida, New York, New Jersey, Mississippi, Tennessee and Texas. The 
plaintiffs seek monetary damages, injunctive and equitable relief, attorneys’ fees and other costs. The Company’s 
motion to dismiss the amended complaint is pending before the court. 


The Company was named as a defendant in a civil complaint that was filed in the U.S. District Court for the 
Western District of Pennsylvania on April 25, 2016 by plaintiff First Choice Federal Credit Union. The complaint 
asserts claims of common law negligence, negligence per se due to the alleged violation of section 5 of the Federal 
Trade Commission Act, and declaratory and injunctive relief. All of these claims are based on the allegations arising 
from the Company’s alleged failure to safeguard customer credit card information and the alleged failure to provide 
notice that credit card information had been compromised. The complaint sought certification of a putative 
nationwide class of banks, credit unions, financial institutions and other entities in the United States impacted by the 
alleged failures. The plaintiff sought monetary damages, a declaratory judgment, injunctive relief, attorneys’ fees and 
other costs. 


The Company was named as a defendant in four other civil complaints filed by financial institutions in the 
US. District Court for the Western District of Pennsylvania based on the allegations arising from the Company’s 
alleged failure to safeguard customer credit card information and the alleged failure to provide notice that credit card 
information had been compromised. These cases were consolidated into the First Choice Federal Credit Union case. 


An amended civil complaint was filed in the consolidated proceeding in the U.S. District Court for the Western 
District of Pennsylvania on July 22, 2016 naming the Company and two of its subsidiaries as defendants. The 
amended complaint was brought by 22 financial institutions and five association plaintiffs (representing members 
who are credit unions and other similar financial institutions). The amended complaint asserts claims of common law 
negligence, negligence per se due to the alleged violation of section 5 of the Federal Trade Commission Act, violation 
of the Ohio Deceptive Trade Practices Act, and declaratory and injunctive relief. The amended complaint also seeks 
certification of a putative nationwide class of banks, credit unions, financial institutions and other entities in the 
United States impacted by the alleged failures. The plaintiffs seek monetary damages, a declaratory judgment, 
injunctive relief, attorneys’ fees and other costs. The Company’s motion to dismiss the amended complaint is pending 
before the court. 


The Company believes it has meritorious defenses to each of the actions described above and intends to 
vigorously oppose the claims asserted in each of the complaints. 


Certain of the Company’s present and former directors, and one non-director executive officer of the 
Company, were named as defendants in a putative shareholder derivative complaint that was filed in the U.S. District 
Court for the Southern District of Ohio on December 16, 2016 by plaintiff James Graham. The Company was also 
named as a nominal defendant. The complaint asserts claims of breach of fiduciary duty, waste of corporate assets, 
unjust enrichment and gross mismanagement arising out of the credit card incidents described above. The plaintiff 
seeks an accounting for all damages incurred or that will be incurred as a result of the alleged wrongful acts or 
omissions, a judgment directing the Company to reform its governance and internal procedures, restitution and 
disgorgement, attorneys’ fees and other costs. 


Item 4. Mine Safety Disclosures. 
Not applicable. 
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PART II 


Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity 
Securities. 


The Company’s common stock is traded on the NASDAQ Global Select Market (“NASDAQ”) under the 
symbol “WEN.” The high and low market prices for The Wendy’s Company common stock are set forth below: 


Market Price 
Fiscal Quarters Common Stock 
High Low 

2016 

First: Quarter-cnded April3: so.jcea cre ake nored coeee cee teens peaks per $10.99 $ 9.18 
Second Quarter ended July 3.6... eect ene een n nes 11.28 9.31 
Third Quarter ended October 2 ........ 0.00 ccc cee cette ete ee eens 10.85 9.45 
Fourth Quarter ended January 1... 1... eect eeetneeennes 13.96 10.54 
2015 

First Quarter ended March 29 1... 1... eect nee tent nnees $11.39 $ 8.96 
Second Quarter efided June 28 voci.cak enw ar eka dae dean dw kee onee dead ee 11.58 10.12 
Third Quarter ended September 27 1.1... eee eee ennee 11.28 8.90 
Fourth Quarter ended January 3.0... 2. eect nee teen nees 10.90 8.54 


The Wendy’s Company common stock is entitled to one vote per share on all matters on which stockholders 
are entitled to vote. The Wendy’s Company has no class of equity securities currently issued and outstanding except 
for its common stock. However, it is currently authorized to issue up to 100 million shares of preferred stock. 


For the first three quarters of the 2015 fiscal year, The Wendy’s Company paid quarterly cash dividends of 
$0.055 per share of common stock. For the fourth quarter of the 2015 fiscal year and first three quarters of the 2016 
fiscal year, The Wendy’s Company paid quarterly cash dividends of $0.06 per share of common stock. For the fourth 
quarter of the 2016 fiscal year, The Wendy’s Company paid a quarterly cash dividend of $0.065 per share of common 
stock, 


During the first quarter of 2017, The Wendy’s Company declared a dividend of $0.07 per share to be paid on 
March 15, 2017 to shareholders of record as of March 1, 2017. Although The Wendy’s Company currently intends 
to continue to declare and pay quarterly cash dividends, there can be no assurance that any additional quarterly cash 
dividends will be declared or paid or the amount or timing of such dividends, if any. Any future dividends will be 
made at the discretion of our Board of Directors and will be based on such factors as The Wendy’s Company’s 
earnings, financial condition, cash requirements and other factors. 


As of February 22, 2017, there were approximately 27,640 holders of record of The Wendy's Company 


common stock. 
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The following table provides information with respect to repurchases of shares of our common stock by us and 


our “affiliated purchasers” (as defined in Rule 10b-18(a)(3) under the Exchange Act) during the fourth fiscal quarter 


of 2016: 
Issuer Repurchases of Equity Securities 
Total Number of Approximate Dollar 
Shares Purchased Value of Shares 
as Part of that May Yet Be 
Total Number of Average Price Publicly Announced Purchased Under 
Period Shares Purchased (2) Paid per Share Plan the Plan (3) 
October 3, 2016 
through 
November 6, 2016 2,112,005 $10.80 2,107,900 $193,169,291 
November 7, 2016 
through 
December 4, 2016 (1) 11,184,887 $11.51 11,086,957 $65,669,291 
December 5, 2016 
through 
January 1, 2017 (1) 325,296 $13.83 316,158 $— 
Total 13,622,188 $12.79 13,511,015 $— 


(1) 


(2 


a 


(3 


wm 


In November 2016, the Company entered into an accelerated share repurchase agreement (the “2016 ASR 
Agreement”) with a third-party financial institution to repurchase common stock as part of the Company’s 
existing $1,400.0 million share repurchase program. Under the 2016 ASR Agreement, the Company paid the 
financial institution an initial purchase price of $150.0 million in cash and received an initial delivery of 
11.1 million shares of common stock, representing an estimate of 85% of the total shares expected to be delivered 
under the 2016 ASR Agreement. The total number of shares of common stock ultimately purchased by the 
Company under the 2016 ASR Agreement was based on the average of the daily volume-weighted average prices 
of the common stock during the term of the 2016 ASR Agreement, less an agreed upon discount. On 
December 27, 2016, the Company completed the 2016 ASR Agreement and received an additional 0.3 million 
shares of common stock. In total, 11.4 million shares were delivered under the 2016 ASR Agreement at an 
average purchase price of $13.15 per share. 


Includes 111,173 shares reacquired by The Wendy’s Company from holders of share-based awards to satisfy 
certain requirements associated with the vesting or exercise of the respective award. The shares were valued at the 
average of the high and low trading prices of our common stock on the vesting or exercise date of such awards. 


In June 2015, our Board of Directors authorized the repurchase of up to $1,400.0 million of our common stock 
through January 1, 2017, when and if market conditions warrant and to the extent legally permissible. On 
January 1, 2017, the program expired. 


In February, 2017, our Board of Directors authorized the repurchase of up to $150.0 million of our common 


stock through March 4, 2018, when and if market conditions warrant and to the extent legally permissible. 
Subsequent to January 1, 2017 through February 22, 2017, the Company repurchased 0.1 million shares with an 
aggregate purchase price of $1.3 million, excluding commissions. 
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Item 6. Selected Financial Data. 


The following selected financial data has been derived from our consolidated financial statements. The data set 
forth below should be read in conjunction with “Management’s Discussion and Analysis of Financial Condition and 
Results of Operations” and our consolidated financial statements and notes thereto. 


Year Ended (1) (2) 


2016 2015 2014 2013 2012 
~~ (In millions, except per share amounts) ~~ 
Sales Be ers ctr tee tae tees ae ae eee ate ces $ 920.8 $1,438.8  $1,608.5 $2,102.9 $2,129.3 
Franchise royalty revenue and fees (3) ........... 371.5 344.5 322.0 294.2 285.1 
Franchise rental income (3) .........0.0 cece ee 143.1 87.0 68.0 26.6 20.9 
Revenues 2c: a secaacebiaecdet deed a deba wes 1,435.4 1,870.3 1,998.5 2,423.7 2,435.3 
Gost OF salesi(3)) secxigdcdheatedee niin deh render wees 744.7 1,184.1 1,355.1 1,780.9 1,832.2 
System optimization gains, net (4) ............. (71.9) (74.0) (91.5) (51.3) — 
Reorganization and realignment costs (5) ........ 10.1 21.9 31.9 37.0 41.0 
Impairment of long-lived assets (6) ............. 16.2 25.0 19.6 36.4 21.1 
Impairment of goodwill (7) ...............000. — — — 9.4 — 
Operating prohit: o..5.0isie apie dentin Mane np Serene 314.8 274.5 242.6 139.3 110.3 
Loss on early extinguishment of debt (8) ......... — (7.3) — (28.6) (75.1) 
Investment income, net (9)... . 0... eee eee 0.7 52.2 1:2 23.6 36.3 
Income from continuing operations ............ 129.6 140.0 116.4 47.5 1.2 
Net income (loss) from discontinued 
operations (10)... 22... eee eee eee eee eee — 21.1 5.0 (2.9) 8.3 
Net loss (income) attributable to 
noncontrolling interests (11) .............0.. — — — 0.9 (2.4) 
Net income attributable to The Wendy’s 
Company. .asaiaetesiadvteeteddtactieas $ 1296 $ 161.1 $ 1214 $ 45.5 $ 7.1 
Basic income (loss) per share attributable to 
The Wendy’s Company: 
Continuing operations ................-. $ 49 $ 43 $ 31 $ 12 $ — 
Discontinued operations ...............4% — .07 01 (.01) 02 
Netincomie: ss s-2davsadauwnzea aestes aeales $ 4D §$ 50 = «§$ 33 $ 12 $ 02 
Diluted income (loss) per share attributable to 
The Wendy’s Company: 
Continuing operations ................-. $ 49 $ 43 $ 31 $ 12 $ — 
Discontinued operations ................ = .06 01 (.01) 02 
Netincoiien..s2y eth tieh Glas baci $ 49 $ 49 $ 32 $ Jl $ 02 
Dividends per share ...... 0... eee eee eee $ 245 $ 225 $ 205 $ 18 $ 10 
Weighted average diluted shares outstanding ..... 266.7 328.7 376.2 398.7 392.1 
January 1,  January3, December 28, December 29, December 30, 
2017 2016 2014 (2) 2013 (2) 2012 (2) 
~— ~~ (In millions) 
Working capital ©... 0... cece ee eee ee eee ees $ 222.5 $ 347.8 $ 221.9 $ 572.9 $ 423.0 
Prop@rties 2.40% dence iotiwre dared cule Gre grace Ube Gea 1,192.3 1,227.9 1,241.2 1,133.2 1,216.0 
Total assets 2.6... ccc cee ete eens 3,939.3 4,108.7 4,137.6 4,352.3 4,286.3 
Long-term debt, including current portion ....... 2,512.3 2,426.1 1,438.2 1,451.0 1,440.7 
Stockholders’ equity ....... 0... eee eee eee eee 527.7 752.9 1,717.6 1,929.5 1,985.9 


(1) The Company’s fiscal reporting periods consist of 52 or 53 weeks ending on the Sunday closest to December 31 
and are referred to herein as (1) “the year ended January 1, 2017” or “2016,” which consisted of 52 weeks (2) 
“the year ended January 3, 2016” or “2015,” which consisted of 53 weeks (3) “the year ended December 28, 
2014” or “2014,” which consisted of 52 weeks (4) “the year ended December 29, 2013” or “2013,” which 
consisted of 52 weeks and (5) “the year ended December 30, 2012” or “2012,” which consisted of 52 weeks. 
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(2) 


(3) 


(4) 


(5) 


(6) 


(7) 


(8) 


(9) 


On May 31, 2015, Wendy’s completed the sale of 100% of its membership interest in The New Bakery 
Company, LLC and its subsidiaries (collectively, the “Bakery”). The Bakery’s operating results for all periods 
presented through its May 31, 2015 date of sale are classified as discontinued operations. The Bakery’s assets and 
liabilities for all periods presented prior to January 3, 2016 have been classified as discontinued operations. 


The decline in sales and cost of sales and the related increase in franchise royalty revenue and fees and franchise 
rental income in 2016, 2015, 2014 and 2013 is primarily a result of the sale of Wendy's Company-operated 
restaurants to franchisees under our system optimization initiative, which began in 2013. See Management’s 
Discussion and Analysis of Financial Condition and Results of Operations contained in Item 7 herein for further 
discussion. 


System optimization gains, net includes all gains and losses recognized on dispositions of restaurants and other 
assets in connection with Wendy’s system optimization initiative. See Note 2 of the Financial Statements and 
Supplementary Data contained in Item 8 herein for further discussion. 


Reorganization and realignment costs include the impact of (1) costs related to Wendy’s system optimization 
initiative in 2013 through 2016, (2) Wendy’s G&A realignment plan in 2014 through 2016, (3) the relocation 
of the Company’s Atlanta restaurant support center to Ohio in 2012 through 2013, (4) the discontinuation of 
the breakfast daypart at certain restaurants in 2012 through 2013 and (5) the sale of Arby’s Restaurant Group, 
Inc. (“Arby’s”) in 2012 through 2013. See Note 4 of the Financial Statements and Supplementary Data 
contained in Item 8 herein for further discussion. 


Impairment of long-lived assets primarily includes impairment charges on (1) restaurant-level assets resulting 
from the Company’s decision to lease and/or sublease properties to franchisees in connection with the sale or 
anticipated sale of Company-operated restaurants, (2) restaurant-level assets resulting from the deterioration in 
operating performance of certain Company-operated restaurants, additional charges for capital improvements in 
restaurants impaired in prior years which did not subsequently recover and the closure of Company-operated 
restaurants and (3) Company-owned aircraft to reflect at fair value. See Note 16 of the Financial Statements and 
Supplementary Data contained in Item 8 herein for further discussion. 


Impairment of goodwill in 2013 represents impairment of our international franchise restaurants goodwill 
reporting unit. 


Loss on early extinguishment of debt primarily relates to refinancings, redemptions and repayments of long-term 
debt. See Note 11 of the Financial Statements and Supplementary Data contained in Item 8 herein for further 
discussion. 


Investment income, net includes the effect of dividends received from our investment in Arby’s during 2015, 
2013 and 2012 and the gain on the sale of our investment in Jurlique International Pty Ltd. (“Jurlique”) during 
2012. See Note 17 of the Financial Statements and Supplementary Data contained in Item 8 herein for further 
discussion. 


(10) Net income (loss) from discontinued operations relates to the sale of the Bakery for all periods prior to 2016 and 


the sale of Arby’s in 2013 and 2012 and includes post-closing adjustments. See Note 18 of the Financial 
Statements and Supplementary Data contained in Item 8 herein for further discussion. 


(11) Net loss (income) attributable to noncontrolling interests includes the impact of the consolidation of a joint 
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venture in Japan in 2013 and the sale of our investment in Jurlique in 2012 and is excluded from net income 
attributable to The Wendy’s Company. 


Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations. 
Introduction 


This “Management’s Discussion and Analysis of Financial Condition and Results of Operations” of 
The Wendy’s Company (“The Wendy’s Company” and, together with its subsidiaries, the “Company,” “we,” “us,” or 
“our”) should be read in conjunction with the consolidated financial statements and the related notes that appear 
elsewhere within this report. Certain statements we make under this Item 7 constitute “forward-looking statements” 
under the Private Securities Litigation Reform Act of 1995. See “Special Note Regarding Forward-Looking 
Statements and Projections” in “Part I” preceding “Item 1—Business.” You should consider our forward-looking 
statements in light of the risks discussed under the heading “Risk Factors” in Item 1A above, as well as our 
consolidated financial statements, related notes and other financial information appearing elsewhere in this report and 
our other filings with the Securities and Exchange Commission. 


The Wendy’s Company is the parent company of its 100% owned subsidiary holding company, Wendy’s 
Restaurants, LLC (“Wendy’s Restaurants”). The principal 100% owned subsidiary of Wendy’s Restaurants is 
Wendy’s International, LLC and its subsidiaries (“Wendy’s”). Wendy’s franchises and operates Wendy’s® quick- 
service restaurants specializing in hamburger sandwiches throughout North America (defined as the United States of 
America (the “U.S.”) and Canada). Wendy’s also has franchised restaurants in 29 foreign countries and U.S. 
territories. 


The Company manages and internally reports its business geographically. The operation and franchising of 
Wendy’s restaurants in North America comprises virtually all of our current operations and represents a single 
reportable segment. The revenues and operating results of Wendy’s restaurants outside of North America are not 
material. The results of operations discussed below may not necessarily be indicative of future results. 


The Company’s fiscal reporting periods consist of 52 or 53 weeks ending on the Sunday closest to 
December 31 and are referred to herein as (1) “the year ended January 1, 2017” or “2016,” which consisted of 52 
weeks, (2) “the year ended January 3, 2016” or “2015,” which consisted of 53 weeks, and (3) “the year ended 
December 28, 2014” or “2014,” which consisted of 52 weeks. All references to years and quarters relate to fiscal 
periods rather than calendar periods. 


Executive Overview 
Our Continuing Business 


As of January 1, 2017, the Wendy’s restaurant system was comprised of 6,537 restaurants, of which 330 were 
owned and operated by the Company. All of our Company-operated restaurants are located in the U.S. as a result of 
the Company completing its initiative during the second quarter of 2015 to sell all Company-operated restaurants in 
Canada to franchisees. 


Wendy’s operating results are impacted by a number of external factors, including unemployment, general 
economic trends, intense price competition, commodity costs, labor costs and weather. 


Wendy’s long-term growth opportunities will be driven by a combination of brand relevance and economic 
relevance. Key components of growth include (1) systemwide same-restaurant sales growth through continuing core 
menu improvement, product innovation and customer count growth, (2) investing in our Image Activation program, 
which includes innovative exterior and interior restaurant designs for our new and reimaged restaurants and focused 
execution of operational excellence, (3) growth in new restaurants, including global growth, (4) increased restaurant 
utilization in various dayparts and brand access utilizing mobile technology, (5) building shareholder value through 
financial management strategies and (6) our system optimization initiative. 


Wendy’s revenues for 2016 include: (1) $920.8 million of sales at Company-operated restaurants, (2) 
$371.5 million of royalty revenue and fees and (3) $143.1 million of franchise rental income. In 2016, substantially 
all of our Wendy’s royalty agreements provided for royalties of 4.0% of franchise revenues. 
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Key Business Measures 


We track our results of operations and manage our business using the following key business measures, which 
include non-GAAP financial measures: 


¢ Same-Restaurant Sales — Beginning with the first quarter of 2016, the Company revised its reporting 
methodology for same-restaurant sales to simplify the reporting of its same-restaurant sales performance for 
reimaged restaurants and to better align with restaurant-industry practice. Under the new methodology, 
the Company includes restaurants in its comparable sales base as soon as reimaged restaurants reopen (the 
“New Method”). Reimaged restaurants previously entered the comparable sales base after they had been 
open for three continuous months (the “Old Method”). There was no change in the reporting 
methodology for new restaurants, which will continue to be excluded from same-restaurant sales until they 
have been open for 15 continuous months. The table summarizing the results of operations provides the 
same-restaurant sales percent change using the New Method, as well as the Old Method. The New 
Method is consistent with the metric used by our management for internal reporting and analysis. Same- 
restaurant sales exclude the impact of currency translation. 


¢ Restaurant Margin — We define restaurant margin as sales from Company-operated restaurants less cost of 
sales divided by sales from Company-operated restaurants. Cost of sales includes food and paper, restaurant 
labor and occupancy, advertising and other operating costs. Restaurant margin is influenced by factors such 
as restaurant openings and closures, price increases, the effectiveness of our advertising and marketing 
initiatives, featured products, product mix, the level of our fixed and semi-variable costs and fluctuations in 
food and labor costs. 


¢ Systemwide Sales — Systemwide sales is a non-GAAP financial measure, which includes sales by both 
Company-operated restaurants and franchised restaurants. Franchised restaurants’ sales are reported by our 
franchisees and represent their revenues from sales at franchised Wendy’s restaurants. The Company’s 
consolidated financial statements do not include sales by franchised restaurants to their customers. The 
Company believes systemwide sales data is useful in assessing consumer demand for the Company’s 
products, the overall success of the Wendy’s brand and, ultimately, the performance of the Company. The 
Company’s royalty revenues are computed as percentages of sales made by Wendy’s franchisees. As a result, 
sales by Wendy’s franchisees have a direct effect on the Company’s royalty revenues and therefore on the 
Company’s profitability. 


The Company reviews systemwide sales for its international franchised restaurants on a constant currency 
basis. Constant currency results exclude the impact of foreign currency translation and are derived by 
translating current year results at prior year average exchange rates. The Company believes excluding the 
impact of foreign currency translation provides better year over year comparability. 


¢ Average Unit Volumes — We calculate Company-operated restaurant average unit volumes by summing 
the average weekly sales of all Company-operated restaurants which reported sales during the week. 


Franchised restaurant average unit volumes is a non-GAAP financial measure, which includes sales by 
franchised restaurants, which are reported by our franchisees and represent their revenues from sales at 
franchised Wendy’s restaurants. The Company’s consolidated financial statements do not include sales by 
franchised restaurants to their customers. The Company believes franchised restaurant average unit 
volumes is useful information for the same reasons described above for “Systemwide Sales.” We calculate 
franchised restaurant average unit volumes by summing the average weekly sales of all franchised 
restaurants which reported sales during the week. 


The non-GAAP financial measures discussed above do not replace the presentation of the Company’s financial 
results in accordance with GAAP. Because all companies do not calculate non-GAAP financial measures in the same 
way, these measures as used by other companies may not be consistent with the way the Company calculates such 
measures. 
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System Optimization Initiative 


In July 2013, the Company announced a system optimization initiative, as part of its brand transformation, 
which includes a shift from Company-operated restaurants to franchised restaurants over time, through acquisitions 
and dispositions, as well as helping to facilitate franchisee-to-franchisee restaurant transfers. In February 2015, the 
Company announced plans to sell approximately 540 additional restaurants to franchisees and reduce its ongoing 
Company-operated restaurant ownership to approximately 5% of the total system by the end of 2016. During 2016, 
2015 and 2014, the Company completed the sale of 310, 327 and 255 Company-operated restaurants to franchisees, 
respectively, which included the sale of all of its Company-operated restaurants in Canada. The Company recognized 
net gains totaling $71.9 million, $74.0 million and $91.5 million on the sale of Company-operated restaurants and 
other assets during 2016, 2015 and 2014, respectively, which were recorded to “System optimization gains, net” in 
our consolidated statements of operations. In addition, the Company facilitated the transfer of 144 and 71 restaurants 
between franchisees during 2016 and 2015, respectively. With the sale of 310 restaurants during 2016, the Company 
completed its plan to reduce its Company-operated restaurant ownership to approximately 5% as of January 1, 2017. 
Wendy’s will continue to optimize its system by facilitating franchisee-to-franchisee transfers of restaurants, as well as 
evaluating strategic acquisitions of franchised restaurants and strategic dispositions of Company-operated restaurants 
to existing and new franchisees, to further strengthen the franchisee base, drive new restaurant development and 
accelerate Image Activation adoption. 


Costs related to our system optimization initiative are recorded to “Reorganization and realignment costs.” During 
2016, 2015 and 2014, the Company recognized costs totaling $9.4 million, $11.6 million and $19.0 million, 
respectively, which primarily included severance and related employee costs, accelerated depreciation and amortization, 
share-based compensation expense and professional fees. The Company expects to incur additional costs, primarily 
comprised of professional fees, of approximately $1.3 million during 2017 in connection with an in-process transaction 
as of January 1, 2017. Costs incurred during 2017 related to facilitating franchisee-to-franchisee transfers of restaurants 
will be recorded to “Other operating income, net.” 


General and Administrative (“G&A”) Realignment 


In November 2014, the Company initiated a plan to reduce its general and administrative expenses. The plan 
included a realignment and reinvestment of resources to focus primarily on accelerated restaurant development and 
consumer-facing restaurant technology to drive long-term growth. The Company achieved the majority of the 
expense reductions through the realignment of its U.S. field operations and savings at its Restaurant Support Center 
in Dublin, Ohio, which was substantially completed by the end of the second quarter of 2015. Costs related to G&A 
realignment are recorded to “Reorganization and realignment costs.” The Company recognized costs totaling 
$0.7 million, $10.3 million and $12.9 million during 2016, 2015 and 2014, respectively, which primarily included 
severance and related employee costs, share-based compensation and recruitment and relocation costs. No additional 
costs are expected to be incurred under the G&A realignment plan. 


Securitized Financing Facility 


On June 1, 2015, the Company completed a $2,275.0 million securitized financing facility, which consists of 
the following: $875.0 million of 3.371%, $900.0 million of 4.080% and $500.0 million of 4.497% Series 2015-1 
fixed rate senior secured notes (collectively, the “Series 2015-1 Class A-2 Notes”). In addition, the Company entered 
into a purchase agreement for the issuance of Series 2015-1 variable funding senior secured notes, Class A-1 (the 
“Series 2015-1 Class A-1 Notes” and, together with the Series 2015-1 Class A-2 Notes, the “Series 2015-1 Senior 
Notes”), which allows for the issuance of up to $150.0 million of variable funding notes and certain other credit 
instruments, including letters of credit. The proceeds from the issuance of the Series 2015-1 Class A-2 Notes, were 
used to repay all amounts outstanding on the Term A Loans and Term B Loans under the Company’s May 16, 2013 
Restated Credit Agreement amended on September 24, 2013 (the “2013 Restated Credit Agreement”). In connection 
with the repayment of the Term A Loans and Term B Loans, the Company terminated the related interest rate swaps 
with notional amounts totaling $350.0 million and $100.0 million, respectively, which had been designated as cash 
flow hedges. As a result, the Company recorded a loss on early extinguishment of debt of $7.3 million during the 
second quarter of 2015, primarily consisting of the write-off of deferred costs related to the 2013 Restated Credit 
Agreement of $7.2 million and fees paid to terminate the related interest rate swaps of $0.1 million. 
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Sale of the Bakery 


On May 31, 2015, Wendy’s completed the sale of 100% of its membership interest in The New Bakery 
Company, LLC and its subsidiaries (collectively, the “Bakery”) to East Balt US, LLC (the “Buyer”) for $78.5 million 
in cash (subject to customary purchase price adjustments). The Company recorded a pre-tax gain on the disposal of 
the Bakery of $25.5 million during 2015, which included transaction closing costs and a reduction of goodwill. The 
Company recognized income tax expense associated with the gain on disposal of $14.9 million during 2015, which 
included the impact of the disposal of non-deductible goodwill. In conjunction with the Bakery sale, Wendy’s entered 
into a transition services agreement with the Buyer, pursuant to which Wendy’s provided certain continuing corporate 
and shared services to the Buyer through March 31, 2016 for no additional consideration. The Bakery’s results of 
operations and the gain on disposal have been included in discontinued operations. 


Sale of Arby’s 


On July 4, 2011, Wendy’s Restaurants completed the sale of 100% of the common stock of its then wholly- 
owned subsidiary, Arby’s Restaurant Group, Inc. (“Arby’s”) to ARG IH Corporation (“ARG”), a wholly-owned 
subsidiary of ARG Holding Corporation (“ARG Parent”), for $130.0 million in cash (subject to customary purchase 
price adjustments) and 18.5% of the common stock of ARG Parent (through which Wendy’s Restaurants indirectly 
retained an 18.5% interest in Arby’s). The Company received a $54.9 million dividend from our investment in Arby’s 
in 2015, which was recognized in “Investment income, net.” 


Related Party Transactions 


Stock Purchase Agreement 


On June 2, 2015, the Company entered into a stock purchase agreement to repurchase our common stock from 
Nelson Peltz, Peter W. May (Messrs. Peltz and May are members of the Company’s Board of Directors) and 
Edward P. Garden (who served on the Company’s Board of Directors until December 14, 2015) and certain of their 
family members and affiliates, investment funds managed by Trian Fund Management, L.P. (an investment 
management firm controlled by Messrs. Peltz, May and Garden, “T'FM”) and the general partner of certain of those 
funds (together with Messrs. Peltz, May and Garden, certain of their family members and affiliates and TFM, the 
“Trian Group”), who in the aggregate owned approximately 24.8% of the Company’s outstanding shares as of 
May 29, 2015. Pursuant to the agreement, the Trian Group agreed not to tender or sell any of its shares in the 
modified Dutch auction tender offer the Company commenced on June 3, 2015. Also pursuant to the agreement, the 
Company agreed, following completion of the tender offer, to purchase from the Trian Group a pro rata amount of 
its shares based on the number of shares the Company purchased in the tender offer, at the same price received by 
shareholders who participated in the tender offer. On July 17, 2015, after completion of the modified Dutch auction 
tender offer, the Company repurchased 18.4 million shares of its common stock from the Trian Group at the price 
paid in the tender offer of $11.45 per share, for an aggregate purchase price of $210.9 million. 


Supply Chain Relationship Agreement 


Wendy’s has a purchasing co-op relationship agreement (the “Wendy’s Co-op”) with its franchisees which 
establishes Quality Supply Chain Co-op, Inc. (“QSCC”). QSCC manages, for the Wendy’s system in the U.S. and 
Canada, contracts for the purchase and distribution of food, proprietary paper, operating supplies and equipment 
under national agreements with pricing based upon total system volume. QSCC’s supply chain management 
facilitates continuity of supply and provides consolidated purchasing efficiencies while monitoring and seeking to 
minimize possible obsolete inventory throughout the Wendy’s supply chain in the U.S. and Canada. 


Wendy’s and its franchisees pay sourcing fees to third-party vendors on certain products sourced by QSCC. 
Such sourcing fees are remitted by these vendors to QSCC and are the primary means of funding QSCC’s operations. 
Should QSCC’s sourcing fees exceed its expected needs, QSCC’s board of directors may return some or all of the 
excess to its members in the form of a patronage dividend. Wendy’s recorded its share of patronage dividends of 
$0.9 million, $1.3 million and $1.5 million in 2016, 2015 and 2014, respectively, which are included as a reduction 
of “Cost of sales.” 
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Effective January 1, 2011, Wendy’s leased 14,333 square feet of office space to QSCC for an annual base rental 
of $0.2 million. The lease expired on December 31, 2016. A new lease agreement was signed effective January 1, 
2017, expiring on December 31, 2020 for an annual base rental of $0.2 million. The Wendy’s Company received 
$0.2 million of lease income from QSCC each year during 2016, 2015 and 2014, which has been recorded as a 
reduction of “General and administrative.” 


CitationAir Aircraft Lease Agreement 


The Wendy’s Company, through a wholly-owned subsidiary, was party to a three-year aircraft management and 
lease agreement, which expired in March 2014, with CitationAir, a subsidiary of Cessna Aircraft Company, pursuant 
to which the Company leased a corporate aircraft to CitationAir to use as part of its Jet Card program fleet. During 
the first quarter of 2014, our Chairman, who was our former Chief Executive Officer, and our Vice Chairman, who 
was our former President and Chief Operating Officer (the “Former Executives”) and a director, who was our former 
Vice Chairman, and members of their immediate families, used their Jet Card agreements for business and personal 
travel on aircraft in the Jet Card program fleet. A management company formed by the Former Executives and a 
director (the “Management Company”) paid CitationAir directly, and the Company received credit from CitationAir 
for charges related to such travel of approximately $0.4 million during 2014. 


TimWen lease and management fee payments 


A wholly-owned subsidiary of Wendy’s leases restaurant facilities from TimWen for the operation of Wendy’s/ 
Tim Hortons combo units in Canada. Prior to the second quarter of 2015, Wendy’s operated certain of the Wendy’s/ 
Tim Hortons combo units in Canada and subleased some of the restaurant facilities to franchisees. As a result of the 
Company completing its plan to sell all of its Company-operated restaurants in Canada to franchisees during the 
second quarter of 2015, all of the restaurant facilities are subleased to franchisees. Wendy’s paid TimWen 
$11.8 million, $12.1 million and $6.3 million under these lease agreements during 2016, 2015 and 2014, 
respectively. In addition, TimWen paid Wendy’s a management fee under the TimWen joint venture agreement of 
$0.2 million each year during 2016, 2015 and 2014, which has been included as a reduction to “General and 
administrative.” 


Franchisee Incentive Programs 


Franchisee Image Activation Incentive Programs 


In order to promote Image Activation new restaurant development, Wendy’s has an incentive program for 
franchisees that provides for reductions in royalty and national advertising payments for up to the first two years of 
operation for qualifying new restaurants opened by December 31, 2020, with the value of the incentives declining in 
the later years of the program. Wendy’s also has incentive programs for 2017 available to franchisees that commence 
Image Activation restaurant remodels by December 15, 2017. The remodel incentive programs provide for reductions 
in royalty payments for one year after the completion of construction. 


In addition, Wendy’s had incentive programs that included reductions in royalty payments in 2016, 2015 and 
2014 as well as cash incentives for franchisees’ participation in Wendy’s Image Activation program throughout 2014. 
The Company recognized expense of $4.4 million for cash incentives in “General and administrative” during 2014. 


Franchisee Image Activation Financing Program 


Wendy’s executed an agreement in 2013 to partner with a third-party lender to establish a financing program 
for franchisees that participate in our Image Activation program. Under the program, the lender agreed to provide 
loans to franchisees to be used for the reimaging of restaurants according to the guidelines and specifications under 
Wendy’s Image Activation program. To support the program, Wendy’s provided to the lender a $6.0 million 
irrevocable stand-by letter of credit, which was issued on July 1, 2013 and was cash collateralized. During 2016, the 
Company executed an agreement to terminate the letter of credit agreement that had been previously executed as part 
of the financing program. 
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Cybersecurity Incident 


The Company first reported unusual payment card activity affecting some franchise-owned restaurants in 
February 2016 and that malware had been discovered on certain systems. Subsequently, on June 9, 2016, the 
Company reported that an additional malware variant had been identified and disabled. On July 7, 2016, the 
Company, on behalf of affected franchise locations, provided information about specific restaurant locations that may 
have been impacted by these attacks, all of which are located in the United States, along with support for customers 
who may have been affected by the malware variants. See “Item 1A. Risk Factors” and “Item 8. Financial Statements 
and Supplementary Data,” Note 23 to the Consolidated Financial Statements for further information. 


Results of Operations 


As a result of the sale of the Bakery discussed above in “Executive Overview—Sale of the Bakery,” the Bakery’s 
results of operations for the period from December 29, 2014 through May 31, 2015 and for the year ended 2014 
have been included in “Income from discontinued operations, net of income taxes” in the table below. 


The tables included throughout Results of Operations set forth in millions the Company’s consolidated results 
of operations for the years ended January 1, 2017, January 3, 2016 and December 28, 2014 (except average unit 
volumes, which are in thousands). 


2016 2015 2014 
Amount Change Amount Change Amount 
Revenues: 
SALES) Soca the ence hice oak af teceta sees Bae Ctecs yhle Ba ates, eae $ 920.8 $(518.0) $1,438.8 $(169.7) $1,608.5 
Franchise royalty revenue and fees .............000- 371.5 27.0 344.5 22.5 322.0 
Franchise rental income .........0 cece cece eens 143.1 56.1 87.0 19.0 68.0 


1,435.4 (434.9) 1,870.3 (128.2) 1,998.5 


Costs and expenses: 


COStOF SALES ia-s:s05 cake a edenne a Matsaneas bun hae 744.7 (439.4) 1,184.1 (171.0) 1,355.1 
Franchise rental expense... 0.0.0.0... cece eee eee 67.7 19.9 47.8 10.0 37.8 
General and administrative ........ 0.00000 eee eee 245.9 (10.7) 256.6 (4.1) 260.7 
Depreciation and amortization .................045 122.7 (22.3) 145.0 (8.9) 153.9 
System optimization gains, net................000, (71.9) 2.1 (74.0) 17.5 (91.5) 
Reorganization and realignment costs .............. 10.1 (11.8) 21.9 (10.0) 31.9 
Impairment of long-lived assets ..........00....005 16.2 (8.8) 25.0 5.4 19.6 
Other operating income, net ............ 00000 e ee (14.8) (4.2) (10.6) 1.0 (11.6) 
1,120.6 (475.2) 1,595.8 (160.1) 1,755.9 

O)PePating Profit io desiaieoesnaniie Merde lel docetindees 314.8 40.3 274.5 31.9 242.6 
Jiiterest expense nus 0s c.se teehee essed weenie s (114.8) (28.7) (86.1) (34.1) (52.0) 
Loss on early extinguishment of debt ................0.. — 73 (7.3) (7.3) — 
Investment income, net ...... 0... eee eee eee 0.7 (51.5) 52.2 51.0 1.2 
Other income, net ... 0.0... ete 1.0 0.2 0.8 0.1 0.7 

Income from continuing operations before income 

EAR EG Eis, gran asieeneeamhsavton, ante hd actos duinaceide a te eee 201.7 (32.4) 234.1 41.6 192.5 
Provision for income taxes .... 0.0... ccc eee cee eee (72.1) 22.0 (94.1) (18.0) (76.1) 
Income from continuing operations ................ 129.6 (10.4) 140.0 23.6 116.4 


Discontinued operations: 
Income from discontinued operations, net of income 


AK OS inser d absar ss oratace ta deed Gegiecs Sede ew doeogrncen Garde thenteaguals —_ (10.5) 10.5 5.5 5.0 

Gain on disposal of discontinued operations, net of 
ICOME TAKES sce Wace eels Sosa dee hailed Leta ws — (10.6) 10.6 10.6 — 
Net income from discontinued operations ........... — (21.1) 21.1 16.1 5.0 
Net income ........... 000. e ee ee ee eee $ 129.6 $ (31.5) $ 161.1 $ 39.7 $ 121.4 
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% of % of % of 
Total Total Total 
2016 Revenues 2015 Revenues 2014 Revenues 


Revenues: 
DANES. 2 secede teat dacneenetee sua ee Geis, aeons $ 920.8 64.1% $1,438.8 76.9% $1,608.5 80.5% 
Franchise royalty revenue and fees: 
Royalty revenue ...............0000. 342.2 23.9% 322.6 17.2% 308.7 15.4% 
Franchise fees ..... 0.0.0.0 cece ee eee 29.3 2.0% 21.9 1.2% 13.3 0.7% 
Total franchise royalty revenue and 
CCS $e ke ahi eer re Me ore a7 15 25.9% 344.5 18.4% 322.0 16.1% 
Franchise rental income .............0005 143.1 10.0% 87.0 4.7% 68.0 3.4% 
Total revenues............. $1,435.4 100.0% $1,870.3 100.0% $1,998.5 100.0% 
% of % of % of 
2016 Sales 2015 Sales 2014 Sales 
Cost of sales: 
Food and paper... 2... eee eee eee $ 278.6 30.3% $ 460.0 32.0% $ 525.6 32.7% 
Restaurant labor ........... 0.000 eee ee eee 261.6 28.4% 406.4 28.2% 466.8 29.0% 
Occupancy, advertising and other operating 
GOSS: a gcsgtiaetc-ard, arenes haraee dream ete iaetee 204.5 22.2% 317.7 22.1% 362.7 22.5% 
Total cost of sales ...........0.0 000: $ 744.7 80.9% $1,184.1 82.3% $1,355.1 84.2% 
% of % of % of 
2016 Sales 2015 Sales 2014 Sales 
Restaurant Mmarciic ast aieedeane Mai Vaeceeds $ 176.1 19.1% $ 254.7 17.7% $ 253.4 15.8% 


The tables below present key business measures which are defined and further discussed in the “Executive 
Overview” section included here-in. 


New Method Old Method 
2016 2015 2014 2016 2015 2014 


Key business measures: 
North America same-restaurant sales (a): 


Company-operated restaurants 2.1.2.0... eee eee eee eee 2.7% 2.8% 2.8% 2.5% 2.6% 2.3% 

Franchised restaurants ....... 0. ccc ete cece teen eee en ees 1.4% 3.5% 1.5% 1.4% 3.4% 1.5% 

SYSCEMIWIGE vo, + dead Sag aati ule ae enaderar tt Dibieiend bese dwells 1.6% 3.4% 1.8% 1.5% 3.3% 1.6% 
Total same-restaurant sales (a): 

Company-operated restaurants 2.0.2... eee eee eee eee 2.7% 2.8% 2.8% 2.5% 2.6% 2.3% 

Franchised restaurants (b) 2... 0... cee ec eee eens 1.4% 3.3% 1.4% 1.4% 3.2% 1.3% 

SVStEMIWAGE: (BD) a.c5.iig a Gea keeiatints acts eve Gob Guaiedhin Godel Gud tube lars 00d 1.5% 3.2% 1.6% 1.5% 3.1% 1.4% 


(a) Excludes the impact of the 53rd week in 2015. 
(b) Includes international franchised restaurants same-restaurant sales (excluding Venezuela due to the impact of 
Venezuela’s highly inflationary economy). 
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2016 2015 2014 


Key business measures (continued): 
Systemwide sales: 


Company-operated restaurants .. 0... eee eee ee $ 920.8 $1,438.8 $1,608.5 
North America franchised restaurants .. 0.0.0.0. 00 cece cece ee eee 8,589.0 8,032.0 7,465.6 
International franchised restaurants (a) (b) .. 0.0... eee eee 420.4 416.5 428.6 

Systemwide vis.5 dcedheies Hee ES W CIS SW ees eS hee bead on $9,930.2 $9,887.3  $9,502.7 

Restaurant average unit volumes (in thousands) (c): 

Company-operated restaurants .. 0... eee ee eens $1,783.4 $1,643.6 $1,593.4 
North America franchised restaurants .... 0.0.0.0 cece cece eee eee 1,551.1 1,520.0 1,468.3 
International franchised restaurants (b) (d) .. 2.2... 0. eee eee 1,137.9 1,201.3 —-1,208.6 


(a) Onaconstant currency basis, systemwide sales for international franchised restaurants increased 3.8% and 0.8% 
during 2016 and 2015, respectively. 

(b) Excludes Venezuela due to the impact of Venezuela’s highly inflationary economy. 

(c) Excludes the impact of the 53rd week in 2015. 

(d) The decrease in average unit volumes for international franchised restaurants is primarily driven by changes in 
the countries and territories in which the franchised restaurants operate, as well as the impact of foreign currency 
translation. 


Company-operated Franchised Systemwide 


Restaurant count: 


Restaurant count at December 28, 2014 ....... 0. cece cece cece ene ee 957 5,558 6,515 
Opened. o.i.2.c0-¢hepadenweddeadatiet ithe did dead datdeaad 21 88 109 
CO SEG se tet tea tara dessh dese Ra teset aude sate nuaaasurla hcacteesaereat estan eaisediadesens (23) (122) (145) 
Net (sold to) purchased by franchisees ......... 00.00 cece eee eee (323) 323 a 
Restaurant count at January 3, 2016 00... ee eee eee 632 5,847 6,479 
Opened ceca cicicadedeedus oodadeeces beige eeee beet owed 13 136 149 
GlOSEd ice ota ts eee a ES ee ad ada ae a eek (7) (84) (91) 
Net (sold to) purchased by franchisees .......... 0.000 eee eee eee (308) 308 — 
Restaurant count at January 11,2017 2.0... . ee eee 330 6,207 6,537 
Sales 
Change 
2163015 
Sales ea re ates aces i ay ete aes Ge teahee Seeds tae nde arena ae ee eattus ental $(518.0) $(169.7) 


The decrease in sales during 2016 was primarily due to the impact of Wendy’s Company-operated restaurants 
sold under our system optimization initiative, which resulted in a reduction in sales of $560.0 million. In addition, 
2016 included one less week of sales when compared to 2015, which resulted in a reduction in sales of $19.2 million. 
Company-operated same-restaurant sales during 2016 increased 2.7% primarily due to an increase in customer count. 
Sales also benefited from higher sales growth at our new and remodeled Image Activation restaurants. 


The decrease in sales during 2015 was primarily due to the impact of Wendy’s Company-operated restaurants sold 
under our system optimization initiative, which resulted in a reduction in sales of $271.0 million. This decrease in sales was 
partially offset by sales during the 53rd week of 2015 of $19.2 million, which were excluded from same-restaurant sales, and 
sales from restaurants acquired of $36.9 million. Company-operated same-restaurant sales during 2015 increased due to an 
increase in our average per customer check amount, which reflects benefits from strategic price increases on our menu items 
and changes in product mix. Same-restaurant sales also benefited from higher sales growth at our new and remodeled Image 
Activation restaurants and a slight increase in customer count. The customer count increase for the year was driven by 
significantly higher customer transactions during the fourth quarter of 2015, which resulted in a Company-operated same- 
restaurant sales increase of 3.7% during the fourth quarter of 2015 compared to the fourth quarter of 2014. Sales during 
2015 were negatively impacted by $7.4 million due to changes in Canadian foreign currency rates relative to the U.S. dollar. 
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Franchise Royalty Revenue and Fees 


Change 
mig 15 
Royalty tevehle .i+4aduae dens bvidiaddiaed ten ete et dene eee $19.6 $13.9 
Franchise fees 2.0... ccc cece nent nent ene eeene 74 8.6 
$27.0 $22.5 


The increase in franchise royalty revenue and fees during 2016 was primarily due to sales of Company-operated 
restaurants to franchisees and facilitating franchisee-to-franchisee restaurant transfers under our system optimization 
initiative. Royalty revenue also benefited from a 1.4% increase in franchise same-restaurant sales. These increases were 
partially offset by royalty revenue of approximately $6.0 million for the 53rd week of 2015. 


The increase in franchise royalty revenue and fees during 2015 was primarily due to sales of Company-operated 
restaurants to franchisees and facilitating franchisee-to-franchisee restaurant transfers under our system optimization 
initiative. Royalty revenue was also positively impacted by an increase in franchise same-restaurant sales, which 
excludes sales during the 53rd week of 2015. We believe franchise same-restaurant sales were higher than Company- 
operated same-restaurant sales during 2015 due to higher price increases. Royalty revenue also includes approximately 


$6.0 million for the 53rd week of 2015. 


Franchise Rental Income 


Change 
2016 2015 
Franchise rental income: 2.0040 c¢ ce ca ete wees ee een ene ees $56.1 $19.0 


The increase in franchise rental income during 2016 and 2015 was primarily due to leasing and/or subleasing 
properties to franchisees in connection with the sale of Company-operated restaurants and facilitating 
franchisee-to-franchisee restaurant transfers. 


Cost of Sales, as a Percent of Sales 


Change 
mig 015 
Fo@d aind paper is:itsca.s scosy.st eck, sea Ae tius uanalactesene: 09 Goabeteland dle aia. ds Blsce gd an (1.7)%  (0.7)% 
Restaurant labor ssa satgaendewuee wd eel deere daaddaw edad ead 0.2%  (0.8)% 
Occupancy, advertising and other operating costs ............ 00 eee ee eee 0.1%  (0.4)% 


(1.9% (1.9)% 


The improvement in cost of sales, as a percent of sales, during 2016 was primarily due to a decrease in 
commodity costs, reflecting lower beef prices. In addition, the increase in same-restaurant sales and higher sales at our 
new and remodeled Image Activation restaurants contributed to the improvement in cost of sales, as a percent of sales. 
These decreases in cost of sales, as a percent of sales, were partially offset by (1) higher medical insurance costs, 
(2) increased labor rates and (3) the negative impact of changes in product mix. 


The decrease in cost of sales, as a percent of sales, during 2015 was due to benefits from strategic price increases 
on our menu items and higher sales at our Image Activation restaurants. As a percent of sales, commodity costs were 
flat compared with prior year, as higher beef prices were offset by lower prices of other commodities. The impact of 
the 53rd week in 2015 on cost of sales, as a percent of sales, was not material. 
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Franchise Rental Expense 


Change 
2016 2015 
Franchise rental expense: 0 diaidc de csaeendeieewade ead toa oon $19.9 $10.0 


The increase in franchise rental expense during 2016 and 2015 was primarily due to subleasing properties to 
franchisees that were previously Company-operated restaurants and as such, had been previously recorded in cost of 
sales. Rental expense in 2016 and 2015 also increased as a result of entering into new leases in connection with 
facilitating franchisee-to-franchisee restaurant transfers for purposes of subleasing such properties to the franchisee. 


General and Administrative 


Change 

“2016-2015” 
Employee compensation and related expenses ............. 000 eee eee $ (9.2) $ (4.3) 
Inéentive:coMmpensation. vis. da sde ge eewhevesyesen hare ted bh eeee (6.0) 13.5 
SEVERANCE yee at 4d dea Da ae ei edd A ee ela eede oa 3.5 0.4 
Lecealiteserves’. sda k Sekai te ee eben Pha aw eS aa hea s 2.2 — 
Professional Services 5.6 ss casn ane ad G4 ios aioe ee Gees os CAS 1.3 1.0 
Shate-based Comperisation-. .is.s4u2 cones see eoteeagaresedoke ees 0.8 (6.3) 
Franchise incentives .... 0... 0c ccc eee cee eee ee eee eee nee eevee 0.2 (4.6) 
Oct Met ose cee ae aie oes te te eR ae eee en ee (3.5) (3.8) 


$(10.7) $ (4.1) 

The decrease in general and administrative expenses during 2016 was primarily due to decreases in 
(1) employee compensation and related expenses primarily as a result of changes in staffing driven by our system 
optimization initiative and (2) incentive compensation accruals due to a decrease in operating performance as 
compared to plan in 2016 versus 2015. These decreases in general and administrative expenses were partially offset by 
increases in (1) severance expense, (2) legal reserves and (3) professional services due to legal and other costs associated 
with the cybersecurity incident (see “Item 1A. Risk Factors” and “Item 8. Financial Statements and Supplementary 
Data,” Note 23 to the Consolidated Financial Statements for further information). 


The decrease in general and administrative expenses during 2015 was primarily due to (1) a decrease in share- 
based compensation primarily as a result of awards granted and timing of expense recognition, (2) a decrease in 
franchise incentives due to the 2015 Image Activation incentive program solely including royalty reductions as 
compared to our 2014 program which also included a cash incentive and (3) a decrease in employee compensation 
and related expenses primarily as a result of the realignment of our U.S. field operations and Restaurant Support 
Center in Dublin, Ohio as part of our G&A realignment plan to reduce general and administrative expenses. These 
decreases were partially offset by higher incentive compensation accruals due to stronger operating performance as 
compared to plan in 2015 versus 2014. 


Depreciation and Amortization 


Change 
2016-2015 
Restaurants: yess. aeltis dreceseag lege gg aoaca aboe Gob ded aes edleta dude dug avec abs $(24.3)  $(8.7) 
Cotporate and other: .:5-c.02c0 necedee Peewee ae eae eee da eeees 2.0 (0.2) 


$22.3) 518.9) 

The decrease in restaurant depreciation and amortization during 2016 was primarily due to decreases in 
(1) depreciation on assets sold or classified as held for sale under our system optimization initiative of $19.5 million 
and (2) accelerated depreciation on existing assets that are being replaced as part of our Image Activation program of 


$6.0 million. 
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The decrease in restaurant depreciation and amortization during 2015 was primarily due to decreases in 
(1) accelerated depreciation on existing assets that are being replaced as part of our Image Activation program of 
$10.7 million and (2) depreciation on assets sold or classified as held for sale under our system optimization initiative 
of $10.2 million. These decreases were partially offset by an increase in restaurant depreciation and amortization of 
$13.2 million on new and reimaged Image Activation restaurants. 


System Optimization Gains, Net 


Year Ended 
mie 520A 
System optimization gains, net ........ eee eee eee $(71.9) $(74.0)  $(91.5) 


During 2016, 2015 and 2014, the Company sold 310, 327 and 255 Company-operated restaurants to 
franchisees, respectively, under its system optimization initiative. System optimization gains, net in 2014 includes the 
impact of recording net favorable lease assets of $36.3 million as a result of leasing and/or subleasing land, buildings, 
and/or leasehold improvements to franchisees, in connection with the sales of restaurants. See Note 2 of the Financial 
Statements and Supplementary Data contained in Item 8 herein for further discussion. 


Reorganization and Realignment Costs 


Year Ended 
mis —-2015——T 
G&A realignMent: .s.1.03 0 ansehen shay LSGln ala d hades dudes $0.7 $10.3 $12.9 
System optimization initiative 2.66... . eee eee 9.4 11.6 19.0 


$10.1 $21.9 $31.9 


During 2016, 2015 and 2014, the Company recognized costs associated with its G&A realignment plan 
totaling $0.7 million, $10.3 million and $12.9 million, respectively. During 2016, costs primarily included 
recruitment and relocation costs. In 2015, costs primarily included (1) share-based compensation expense of 
$5.6 million, (2) severance and related employee costs of $3.0 million and (3) recruitment and relocation costs of 
$1.7 million. During 2014, the Company recorded costs aggregating $12.9 million, which primarily included 
severance and related employee costs. 


During 2016, 2015 and 2014, the Company recognized costs associated with its system optimization initiative 
totaling $9.4 million, $11.6 million and $19.0 million, respectively. During 2016, costs primarily included 
professional fees of $7.4 million and accelerated amortization of previously acquired franchise rights of $1.6 million. 
In 2015, costs primarily included accelerated amortization of previously acquired franchise rights of $6.4 million and 
professional fees of $3.4 million. During 2014, costs primarily included (1) severance and related employee costs of 
$7.6 million, (2) share-based compensation expense of $3.8 million and (3) professional fees of $3.4 million. 


Impairment of Long-Lived Assets 


Change 
2016 2015 
Impairment of long-lived assets 2.0... eect eee eee $(8.8) $5.4 


The changes in impairment charges were primarily driven by variations in losses from the remeasurement of 
properties to fair value upon determination that the assets will be leased and/or subleased to franchisees in connection 
with the sale of Company-operated restaurants. Such impairment charges totaled $14.0 million, $19.2 million and 
$12.0 million during 2016, 2015 and 2014, respectively. Impairment of long-lived assets also decreased during 2016 
due to lower impairment charges resulting from closing Company-operated restaurants and classifying such surplus 
properties as held for sale. 
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Other Operating Income, Net 


Year Ended 
a OC 
Lease DUYOUE pi toiaddiucdientcdewad ei etenedeneees $(12.4) $ (2.0) $ (0.7) 
Equity in earnings in joint ventures, net................00.. (8.4) (9.2) (10.2) 
ONG isso cd doe tab ose a none Suita yb dh aaa Caso itd beara end 6.0 0.6 (0.7) 


$(14.8) $(10.6) $(11.6) 


The increase in other operating income, net during 2016 was primarily due to a gain recognized on a lease 
buyout during the first quarter of 2016. In addition, 2016 includes costs incurred to provide customer care and help 
desk support services to our franchisees. The decrease in other operating income, net during 2015 was primarily due 
to lower equity in earnings in joint ventures. 


Interest Expense 
Change 
mie 2015 
Series 2015-1 Senior Notes 2.0.0.0... ccc cece ect eeeeee eens $39.5 $57.3 
Term loans:. «ca 2acisieded del ee ekasd Gowen bea Wiirieed anise dae Sads (17.1) (23.8) 
Other, net 2... ec eee en eee eee ene n eens 6.3 0.6 
$28.7 $341 


The increase in interest expense during 2016 and 2015 was primarily a result of the Company completing a 
$2,275.0 million securitized financing facility on June 1, 2015. The proceeds were used to repay all amounts 
outstanding on the Term A Loans and Term B Loans under the Company’s 2013 Restated Credit Agreement. The 
securitized financing facility includes the Series 2015-1 Class A-2 Notes, which are comprised of fixed interest rate 
notes, and the Series 2015-1 Class A-1 Notes, which allow for the issuance up to $150.0 million of variable funding 
notes. The principal amounts outstanding on the Series 2015-1 Class A-2 Notes significantly exceed the amounts that 
were outstanding on the Term A Loans and Term B Loans. In addition, the Series 2015-1 Class A-2 Notes bear 
fixed-rate interest at rates higher than our historical effective interest rates on our variable interest rate Term A Loans 
and Term B Loans. Interest expense also increased during 2016 due to an increase in capital lease obligations resulting 
from facilitating franchisee-to-franchisee restaurant transfers and subleasing such properties to the franchisee. 


Loss on Early Extinguishment of Debt 


During 2015, the Company incurred a loss on the early extinguishment of debt as a result of repaying all 
amounts outstanding on the Term A Loans and Term B Loans under the 2013 Restated Credit Agreement, with the 
proceeds from its securitized financing facility. The loss on the early extinguishment of debt was primarily comprised 
of the write-off of deferred costs associated with the 2013 Restated Credit Agreement of $7.2 million and fees paid to 
terminate the related interest rate swaps of $0.1 million. 


Investment Income, Net 


Change 
2016 2015 
Distributions, including dividends .... 0.0.00... ccc eee eee eee eee $(54.9) $54.7 
Gain on sale of investments, net 2... 0... ccc ccc teens 0.2 (0.6) 
Other than temporary loss on investment ......... 0.0. e ee eee eee eee (3.2) 
Othets NEC isis dinero eds das dee aa a eee ae Rae oa ete ba earn 4 0.1 


3.2 
$(51.5) $51.0 


The decrease in distributions, including dividends in 2016 was primarily a result of a $54.9 million dividend we 
received in 2015 from our investment in Arby’s. 
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Provision for Income Taxes 


Year Ended 
2016 2015 2014 
Income from continuing operations before income taxes .............. $201.7 $234.1 $192.5 
Provision for income taxes ... 6... cece eee teens 72.1 94.1 76.1 
Effective tax rate on income from continuing operations .............. 35.7% 40.2% 39.5% 


Our effective tax rates in 2016, 2015, and 2014 were impacted by variations in income from continuing 
operations before income taxes, adjusted for recurring items such as non-deductible expenses and state income taxes, 
as well as non-recurring discrete items. Discrete items, which may occur in any given year but are not consistent from 
year to year include the following: (1) the impact of our system optimization initiative further described below, 
(2) valuation allowances which decreased in 2016 and increased in 2015 and 2014 primarily as a result of changes in 
expected future state taxable income available to offset certain state net operating loss carryforwards (including a 
correction to a prior year identified and recorded in the first quarter of 2016, which resulted in a benefit of 
$2.9 million) and (3) a deduction for a dividend received in 2015 from our investment in Arby’s. 


The impact of our system optimization initiative on the provision for income taxes included the effects of the 
disposition of non-deductible goodwill (including a correction to a prior year identified and recorded in the first 
quarter of 2016, which resulted in a benefit of $4.2 million), and changes to our state deferred taxes and valuation 
allowances on state net operating losses caused by the shifting relative taxable presence in the various states as our 
system optimization initiative was executed. These items, which are non-recurring, increased tax expense by 
$2.8 million, $15.1 million and $9.5 million in 2016, 2015 and 2014, respectively. 


Deferred income taxes are not recorded for temporary differences related to our investments in non-U.S. 
subsidiaries which we consider permanently invested outside of the U.S. At January 1, 2017, our cash balances held 


outside of the U.S. totaled $97.8 million. 


Beginning in the first quarter of 2017, our effective tax rate will be impacted by the adoption of an amendment 
issued by the Financial Accounting Standards Board (“FASB”), which will require that excess tax benefits and tax 
deficiencies related to share based payments be recognized in net income. See Note 1 of the Financial Statements and 
Supplementary Data contained in Item 8 herein for further discussion. 


Net Income from Discontinued Operations 


Year Ended 
2015 2014 

Income from discontinued operations before income taxes ...... 0.00... eee eee eee $14.9 $8.7 
Provision for incOMe:taXes:..o064.60e4ued2 a4 Goede ele See dee dee dee (4.4) (3.7) 
Income from discontinued operations, net of income taxes ............00000% 10.5 5.0 
Gain on disposal of discontinued operations before income taxes ...........000000- 25.5 — 
Provision for income taxes on gain on disposal... 6.0... 0. ee eee eee eee (14.9) —= 
Gain on disposal of discontinued operations, net of income taxes ............. 10.6 — 

Net income from discontinued operations .......... 00000 e eee eee eee $21.1 $5.0 


As a result of the sale of the Bakery as discussed above in “Executive Overview — Sale of the Bakery,” the 
Bakery’s results of operations for the period from December 29, 2014 through May 31, 2015 and for the year ended 
2014 have been included in “Income from discontinued operations, net of income taxes” in the table above. 2015 
includes a reduction to cost of sales of $12,486 resulting from the reversal of a liability recorded during 2013 
associated with the Bakery’s withdrawal from a multiemployer pension plan. See Note 19 of the Financial Statements 
and Supplementary Data contained in Item 8 herein for further discussion. 


During 2015, the Company recognized a gain on the disposal of the Bakery of $10.6 million, net of income tax 
expense of $14.9 million which has been included in net income from discontinued operations. The provision for 
income taxes on the gain on disposal includes the impact of non-deductible goodwill disposed of as a result of the sale. 
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Outlook for 2017 
Sales 


We expect sales will be favorably impacted primarily by improving our North America business through 
continuing core menu improvement, product innovation and focused execution of operational excellence and brand 
positioning. In addition, sales are expected to benefit from higher sales growth at our new and remodeled Image 
Activation restaurants. The impact of Wendy’s restaurants sold in 2016 will continue to result in decreased sales. 


Franchise Royalty Revenue and Fees and Franchise Rental Income 


We expect that the sales trends for franchised restaurants will continue to be generally impacted by the factors 
described above under “Sales” related to the improvements in the North America business. The impact of Company- 
operated restaurants sold to franchisees in 2016 and facilitating franchisee-to-franchisee restaurant transfers under our 
system optimization initiative will continue to result in increased franchise royalty revenue and fees and franchise 
rental income. 


Cost of Sales 


We expect cost of sales, as a percent of sales, will be favorably impacted by the same factors described above for 
sales. We expect these favorable impacts on cost of sales, as a percent of sales, to be offset by higher restaurant labor 
due to increases in wages. 


General and Administrative 


We expect general and administrative expense will be favorably impacted by decreases in (1) employee 
compensation and related expenses primarily as a result of changes in staffing driven by our system optimization 
initiative, (2) incentive compensation and (3) professional services. 


Depreciation and Amortization 


We expect depreciation and amortization will slightly decrease primarily as a result of reducing our mix of 
Company-operated restaurants to franchise restaurants through our system optimization initiative. As a result, we also 
expect accelerated depreciation and depreciation for new and reimaged restaurants under our Image Activation 
program to decrease. 


Franchise Rental Expense 


We expect franchise rental expense to continue to increase due to subleasing properties to franchisees that were 
previously Company-operated restaurants in 2016 and as such, had been previously recorded in cost of sales. 


Liquidity and Capital Resources 


The tables included throughout Liquidity and Capital Resources present dollars in millions. 


Cash Flows 


Our primary sources of liquidity and capital resources are cash flows from operations and borrowings under our 
securitized financing facility. Principal uses of cash are operating expenses, capital expenditures, repurchases of 
common stock and dividends to shareholders. 


Our anticipated consolidated sources of cash and cash requirements for 2017 exclusive of operating cash flow 
requirements consist principally of: 


* capital expenditures of approximately $85.0 million as discussed below in “Capital Expenditures;” 
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* quarterly cash dividends aggregating up to approximately $69.1 million as discussed below in “Dividends;” 
and 


* potential stock repurchases of up to $150.0 million, of which $1.3 million was repurchased subsequent to 
January 1, 2017 through February 22, 2017 as discussed below in “Stock Repurchases.” 


Based upon current levels of operations, the Company expects that available cash and cash flows from 
operations will provide sufficient liquidity to meet operating cash requirements for the next 12 months. 


The table below summarizes our cash flows from operating, investing and financing activities for each of the 
past three fiscal years: 
2016 2015 2014 
Amount Change Amount Change Amount 


Net cash provided by (used in): 


Operating activities ........... 0.0.0.0. $181.4 $ (31.1) $212.5 $(42.3) $254.8 
Investing activities 1.2.2.0... 0.00000 92.1 56.7 35.4 223.2 (187.8) 
Financing activities ...............00.. (404.5) (228.7) (175.8) 198.8 (374.6) 
Effect of exchange rate changes on cash ....... 2.0 14.2 (12.2) (6.9) (5.3) 
Net (decrease) increase in cash and cash 
equivalents ........... 00. e eee $(129.0) $(188.9) $ 59.9 $372.8  $(312.9) 
Operating Activities 


Cash provided by operating activities was $181.4 million, $212.5 million and $254.8 million in 2016, 2015 
and 2014, respectively. Cash provided by operating activities consists primarily of net income, adjusted for non-cash 
expenses such as depreciation and amortization, deferred income tax and share-based compensation, and the net 
change in operating assets and liabilities. 


Cash provided by operating activities decreased $31.1 million during 2016 as compared to 2015, due to a 
decrease of $99.4 million in net income adjusted for non-cash expenses, partially offset by a favorable change in 
operating assets and liabilities of $68.3 million. The favorable change in operating assets and liabilities resulted from 
(1) an increase as a result of cash restricted for the payment of interest under our securitized financing facility during 
the second quarter of 2015, (2) an increase in real estate and property tax receivables in 2015 as a result of an increase 
in franchise restaurants in connection with our system optimization initiative and (3) a decrease in receivables for 
income tax refunds. These favorable changes were partially offset by the unfavorable impact of a decrease in the 
incentive compensation accrual for the 2016 fiscal year due to weaker operating performance as compared to plan in 
2016 versus 2015, as well as an increase in payments for the 2015 fiscal year. 


Cash provided by operating activities decreased $42.3 million during 2015 as compared to 2014, due to an 
unfavorable change in operating assets and liabilities of $54.3 million, partially offset by an increase of $12.0 million 
in net income adjusted for non-cash expenses. The unfavorable change in operating assets and liabilities resulted from 
(1) an increase in receivables for income tax refunds, (2) an increase in royalty, rent and property tax receivables as a 
result of an increase in franchise restaurants in connection with our system optimization initiative and the impact of 
the 53rd week on royalty receivables and (3) an increase in restricted cash for the payment of interest under our 
securitized financing facility. These unfavorable changes were partially offset by the favorable impact of an increase in 
the incentive compensation accrual for the 2015 fiscal year due to stronger operating performance as compared. to 
plan in 2015 versus 2014, as well as a decrease in payments for the 2014 fiscal year. 


Investing Activities 


Cash provided by investing activities increased $56.7 million during 2016 as compared to 2015, primarily due 
to (1) a decrease of $101.6 million in capital expenditures and (2) an increase of $57.8 million in proceeds from 
dispositions related to our system optimization initiative. These changes were partially offset by (1) a decrease of 
$78.4 million in proceeds from the sale of the Bakery in 2015 and (2) an increase in restricted cash for the 
reinvestment in capital assets under our securitized financing facility of $18.6 million. 
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Cash provided by investing activities increased $223.2 million during 2015 as compared to 2014, primarily due 
to (1) $78.4 million in proceeds from the sale of the Bakery, (2) a decrease of $52.7 million in payments for 
restaurant acquisitions, (3) a decrease of $46.8 million in capital expenditures and (4) an increase of $43.0 million in 
proceeds from dispositions related to our system optimization initiative. 


Financing Activities 


Cash used in financing activities increased $228.7 million during 2016 as compared to 2015, primarily due to a 
net decrease in cash provided by long-term debt activities of $949.6 million resulting from the securitized financing 
facility and the related repayment of the 2013 Restated Credit Agreement during 2015. The unfavorable impact of 
long-term debt activities was partially offset by a decrease in repurchases of common stock of $761.8 million. 


Cash used in financing activities decreased $198.8 million during 2015 as compared to 2014, primarily due to a 
net increase in cash provided by long-term debt activities of $961.3 million resulting from the securitized financing 
facility and the related repayment of the 2013 Restated Credit Agreement. The favorable impact of long-term debt 
activities was partially offset by an increase in repurchases of common stock of $797.5 million. 


Capitalization 
Year End 
mie «IS 
Long-term debt, including current portion ..............00000005 $2,512.3  $2,426.1 
Stockholders’ equity ¢..0cse0 ce ieGh bubba eee dee ede ee 527.7 752.9 


$3,040.0  $3,179.0 


The Wendy’s Company’s total capitalization at January 1, 2017 decreased $139.0 million from $3,179.0 
million at January 3, 2016 and was impacted principally by the following: 


* stock repurchases of $335.3 million 


dividends paid of $63.8 million 


* repayments of long-term debt of $24.6 million; partially offset by 
* comprehensive income of $137.2 million; 

* capital lease obligations of $104.1 million; 

* tax benefit from share-based compensation of $3.3 million; and 


* treasury share issuances of $32.7 million for exercises and vestings of share-based compensation awards. 


Long-Term Debt, Including Current Portion 


Year End 
2016 

Seriés 2015-1) Class A=2-I NoteS)s. sis 4 o-sasia oc 84 BAG ease eda bs pacar doth eran lecteee oa ee $ 864.1 
Seriés 2015-1 Class A-2 IL INOt6S® ¢ as.252 ca.aneled stack eenabaus anise eede 3 4Seeanetes 888.8 
Series 201521 Class A-2-TID Notes: 2-scac dec acinaertcea cw dedepateea-sai eared paced Ghee eee 493.7 
PVG CEDEMETES.:aese5ot% divi we as dntoe alae SOS RIE SEGA OE Oak ned Ato eee as ha ee eaes 88.3 
Capital lease obligations 20.4 ctp devs eek obese d lobes Sate dias Geetha dewnds Sve des 211.7 
Unamortized debt issuance costs... 6... cece cece ence een een e eens (34.3) 

Total long-term debt, including current portion ........ 0... eee cece eee eee $2,512.3 


There were no material changes to the terms of any debt obligations since January 3, 2016. See Note 11 of the 
Financial Statements and Supplementary Data contained in Item 8 herein, for further information related to our 
long-term debt obligations. 
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Contractual Obligations 


The following table summarizes the expected payments under our outstanding contractual obligations at 
January 1, 2017: 


Fiscal Years 
2017 2018-2019 2020-2021 After 2021 Total 
Long-term debt obligations (a) .......... $118.8  $1,065.4 $155.0 $1,530.3  $2,869.5 
Capital lease obligations (b) ............. 25.7 51.5 52.8 418.4 548.4 
Operating lease obligations (c)........... 74.4 143.9 141.3 898.5 1,258.1 
Purchase obligations (d) ............... 23.2 19.0 21.3 — 63.5 
Other 23 sister ets usted Lecksa eens] es 9:9) 5.4 1.8 a 17.1 
Total (€): sc dotaiad ondaasesaawa $252.0  $1,285.2 $372.2 $2,847.2  $4,756.6 


(a) Excludes capital lease obligations, which are shown separately in the table. The table includes interest of 
approximately $522.9 million. These amounts exclude the fair value adjustment related to Wendy’s 7% 
debentures assumed in the Wendy’s merger. 


(b) Excludes related sublease rental receipts of $750.6 million on capital lease obligations. The table includes interest 
of approximately $336.7 million for capital lease obligations. 


(c) Represents the minimum lease cash payments for operating lease obligations. Excludes aggregate related sublease 
rental receipts of $1,171.2 million on operating lease obligations. 


(d) Includes (1) $49.3 million for the remaining beverage purchase requirement under a beverage agreement, 
(2) $11.3 million for capital expenditures, (3) $2.4 million for utility commitments and (4) $0.5 million of other 
purchase obligations. 


(ce) Excludes obligation for unrecognized tax benefits, including interest and penalties, of $21.5 million. We are 
unable to predict when and if cash payments will be required. 


Capital Expenditures 


In 2016, cash capital expenditures amounted to $150.0 million and non-cash capital expenditures, consisting of 
capitalized lease obligations, amounted to $104.1 million. In 2017, we expect that cash capital expenditures will 
amount to approximately $85.0 million, principally relating to (1) reimaging Company-operated restaurants, (2) the 
opening of new Image Activation Company-operated restaurants, (3) technology, including consumer-facing 
restaurant technology, (4) maintenance capital expenditures for our Company-operated restaurants and (5) various 
other capital projects. As of January 1, 2017, the Company had $11.3 million of outstanding commitments, included 
in “Accounts payable,” for capital expenditures expected to be paid in 2017. 


Dividends 


The Wendy’s Company paid quarterly cash dividends of $0.06 per share on its common stock aggregating 
$47.8 million in the first three quarters of 2016. In the fourth quarter of 2016, The Wendy’s Company paid a 
quarterly cash dividend of $0.065 per share on its common stock aggregating $16.0 million. During the first quarter 
of 2017, The Wendy’s Company declared a dividend of $0.07 per share to be paid on March 15, 2017 to 
shareholders of record as of March 1, 2017. If The Wendy’s Company pays regular quarterly cash dividends for the 
remainder of 2017 at the same rate as declared in the first quarter of 2017, The Wendy's Company’s total cash 
requirement for dividends for all of 2017 would be approximately $69.1 million based on the number of shares of its 
common stock outstanding at February 22, 2017. The Wendy’s Company currently intends to continue to declare 
and pay quarterly cash dividends; however, there can be no assurance that any additional quarterly dividends will be 
declared or paid or of the amount or timing of such dividends, if any. 
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Stock Repurchases 


The following table summarizes the Company’s repurchases of common stock for 2016, 2015 and 2014: 


Year Ended 
miss 
Repurchases of common stock (a)... 1.0... eee ees $335.0 $1,098.0 $298.9 
Number of shares repurchased ... 0.0.0... cece eee eee 29.5 99.9 32.7 


(a) Excludes commissions of $0.3 million, $2.4 million and $2.3 million for 2016, 2015 and 2014, respectively. 


On June 1, 2015, our Board of Directors authorized a repurchase program for up to $1,400.0 million of our 
common stock through January 1, 2017, when and if market conditions warrant and to the extent legally permissible. 
In November 2016, the Company entered into an accelerated share repurchase agreement (the “2016 ASR 
Agreement”) with a third-party financial institution to repurchase common stock as part of the Company’s existing 
$1,400.0 million share repurchase program. Under the 2016 ASR Agreement, the Company paid the financial 
institution an initial purchase price of $150.0 million in cash and received an initial delivery of 11.1 million shares of 
common stock, representing an estimate of 85% of the total shares expected to be delivered under the 2016 ASR 
Agreement. The total number of shares of common stock ultimately purchased by the Company under the 2016 ASR 
Agreement was based on the average of the daily volume-weighted average prices of the common stock during the 
term of the 2016 ASR Agreement, less an agreed discount. On December 27, 2016, the Company completed the 
2016 ASR Agreement and received an additional 0.3 million shares of common stock. Additionally, during 2016, the 
Company repurchased 18.1 million shares with an aggregate purchase price of $185.0 million, excluding commissions 
of $0.3 million. As a result, the Company completed substantially all of the $1,400.0 million share repurchase 
program. In February, 2017, our Board of Directors authorized a repurchase program for up to $150.0 million of our 
common stock through March 4, 2018. Subsequent to January 1, 2017 through February 22, 2017, the Company 
repurchased 0.1 million shares with an aggregate purchase price of $1.3 million, excluding commissions. 


Also as part of the June 2015 authorization, the Company commenced an $850.0 million share repurchase 
program on June 3, 2015, which included (1) a modified Dutch auction tender offer to repurchase up to $639.0 
million of our common stock and (2) a separate stock purchase agreement to repurchase up to $211.0 million of our 
common stock from the Trian Group. For additional information on the separate stock purchase agreement see 
“Executive Overview—Related Party Transactions” included herein. On June 30, 2015, the tender offer expired and 
on July 8, 2015, the Company repurchased 55.8 million shares at $11.45 per share for an aggregate purchase price of 
$639.0 million. On July 17, 2015, the Company repurchased 18.4 million shares at $11.45 per share, pursuant to the 
separate stock purchase agreement, for an aggregate purchase price of $210.9 million. As a result, the $850.0 million 
share repurchase program that commenced on June 3, 2015 was completed during the third quarter of 2015. During 
2015, the Company incurred costs of $2.3 million in connection with the tender offer and Trian Group stock 
purchase agreement, which were recorded to treasury stock. 


In August 2015, the Company entered into an accelerated share repurchase agreement (the “2015 ASR 
Agreement”) with a third-party financial institution to repurchase common stock as part of the Company’s existing 
share repurchase programs. Under the 2015 ASR Agreement, the Company paid the financial institution an initial 
purchase price of $164.5 million in cash and received an initial delivery of 14.4 million shares of common stock, 
representing an estimate of 85% of the total shares expected to be delivered under the 2015 ASR Agreement. The 
total number of shares of common stock ultimately purchased by the Company under the 2015 ASR Agreement was 
based on the average of the daily volume-weighted average prices of the common stock during the term of the 2015 
ASR Agreement, less an agreed discount. On September 25, 2015, the Company completed the 2015 ASR 
Agreement and received an additional 3.6 million shares of common stock. During 2015, the Company incurred 
costs of $0.1 million in connection with the 2015 ASR Agreement, which were recorded to treasury stock. 


Also as part of the June 2015 authorization, the Company repurchased 2.1 million shares during 2015 with an 
aggregate purchase price of $22.0 million, of which $1.7 million was accrued at January 3, 2016 and excluding 
commissions. 


In August 2014, our Board of Directors authorized a repurchase program for up to $100.0 million of our 
common stock through December 31, 2015, when and if market conditions warrant and to the extent legally 
permissible. As part of the August 2014 authorization, $76.1 million remained available as of December 28, 2014. 
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During the first and second quarters of 2015, the Company repurchased 5.7 million shares with an aggregate 
purchase price of $61.6 million, excluding commissions of $0.1 million. During the third quarter of 2015, the 
Company repurchased $14.5 million through the 2015 ASR Agreement described above. As a result, the 
$100.0 million share repurchase program authorized in August 2014 was completed. 


During 2014, the Company repurchased 3.0 million shares with an aggregate purchase price of $23.9 million, 
excluding commissions of $0.1 million, as part of the August 2014 authorization. In January 2014, our Board of 
Directors authorized a repurchase program, which the Company fully utilized through completion of a modified 
Dutch auction tender offer on February 19, 2014 resulting in 29.7 million shares repurchased for an aggregate 
purchase price of $275.0 million. The Company incurred costs of $2.3 million in connection with the tender offer, 
which were recorded to treasury stock. 


Guarantees and Other Contingencies 


Year End 

2016 
Lease guarantees and contingent rent on leases (a)...... 2... cee cette teens $ 63.6 
Recourse on loans (b) 2.0... ccc cee eee ee eee teen ene e eens ne nnes 4.0 
Lettersiof credit(G): < ccd setae eed Bide dona Oe adh bade os Woe ea ee Gwe Me A nes 33.0 
Eo 1 Ne gv rt OPC PRC Pe PRE Or $100.6 


(a) Wendy’s is contingently liable for certain leases and other obligations primarily from former Company-operated 
restaurant locations now operated by franchisees amounting to $62.9 million as of January 1, 2017. These leases 
extend through 2050. In addition, Wendy’s is contingently liable for certain other leases which have been 
assigned to unrelated third parties, who have indemnified Wendy’s against future liabilities amounting to 
$0.7 million as of January 1, 2017. These leases expire on various dates through 2021. 


(b) Wendy’s provides loan guarantees to various lenders on behalf of franchisees under debt arrangements for new 
restaurant development and equipment financing to promote systemwide initiatives. Recourse on the majority of 
these loans is limited, generally to a percentage of the original loan amount or the current loan balance on 
individual franchisee loans or an aggregate minimum for the entire loan arrangement. 


During 2014, Wendy’s provided a C$2.3 million ($1.7 million as of January 1, 2017) guarantee to a lender on 
behalf of a franchisee, in connection with the sale of restaurants to the franchisee under the Company’s system 
optimization initiative. As a result, the total amount of the guarantee was recorded as a deferred gain in 2014 
and is included in “Other liabilities.” 


In addition during 2012, Wendy’s provided a $2.0 million guarantee to a lender for a franchisee, in connection 
with the refinancing of the franchisee’s debt which originated in 2007. Pursuant to the agreement, the guarantee 
is subject to an annual reduction over a five year period. As of January 1, 2017, the guarantee totaled 
$1.3 million. 


(c) The Company has outstanding letters of credit with various parties totaling $33.0 million, of which $6.2 million 
are cash collateralized. The Company does not expect any material loss to result from these letters of credit 
because we do not believe performance will be required. 


Inflation and Changing Prices 


We believe that general inflation did not have a significant effect on our consolidated results of operations, 
except as mentioned below for certain commodities, during the reporting periods. We manage any inflationary costs 
and commodity price increases through product mix and selective menu price increases. Delays in implementing such 
menu price increases and competitive pressures may limit our ability to recover such cost increases in the future. 
Inherent volatility experienced in certain commodity markets, such as those for beef, chicken and corn could have a 
significant effect on our results of operations and may have an adverse effect on us in the future. The extent of any 
impact will depend on our ability to increase food prices. 
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Seasonality 


Wendy’s restaurant operations are moderately seasonal. Wendy’s average restaurant sales are normally higher 
during the summer months than during the winter months. Because the business is moderately seasonal, results for 
any quarter are not necessarily indicative of the results that may be achieved for any other quarter or for the full fiscal 
year. 


Critical Accounting Policies and Estimates 


The preparation of our consolidated financial statements in conformity with accounting principles generally 
accepted in the United States of America requires us to make estimates and assumptions in applying our critical 
accounting policies that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and 
liabilities at the date of the consolidated financial statements and the reported amount of revenues and expenses 
during the reporting period. Our estimates and assumptions affect, among other things, impairment of goodwill and 
indefinite-lived intangible assets, impairment of long-lived assets, restaurant dispositions, realizability of deferred tax 
assets, Federal and state income tax uncertainties and legal and environmental accruals. We evaluate those estimates 
and assumptions on an ongoing basis based on historical experience and on various other factors which we believe are 
reasonable under the circumstances. 


We believe that the following represent our more critical estimates and assumptions used in the preparation of 
our consolidated financial statements: 


¢ Impairment of goodwill and indefinite-lived intangible assets: 


For goodwill impairment testing purposes, Wendy’s includes two reporting units comprised of its 
(1) North America (defined as the United States of America and Canada) Company-operated and 
franchise restaurants and (2) international franchise restaurants. As of January 1, 2017, all of Wendy’s 
goodwill of $741.4 million was associated with its North America restaurants since its international 
franchise restaurants goodwill was determined to be fully impaired during the fourth quarter of 2013. 


We test goodwill for impairment annually, or more frequently if events or changes in circumstances 
indicate that the asset may be impaired. Our annual impairment test of goodwill may be completed 
through a qualitative assessment to determine if the fair value of the reporting unit is more likely than not 
greater than the carrying amount. If we elect to bypass the qualitative assessment for any reporting units, or 
if a qualitative assessment indicates it is more likely than not that the estimated carrying value of a 
reporting unit exceeds its fair value, we perform a two-step quantitative goodwill impairment test. Under 
the first step, the fair value of the reporting unit is compared with its carrying value (including goodwill). If 
the fair value of the reporting unit is less than its carrying value, an indication of goodwill impairment 
exists for the reporting unit and we must perform step two of the impairment test (measurement). Step 
two of the impairment test, if necessary, requires the estimation of the fair value for the assets and liabilities 
of a reporting unit in order to calculate the implied fair value of the reporting unit’s goodwill. Under step 
two, an impairment loss is recognized to the extent the carrying amount of the reporting unit’s goodwill 
exceeds the implied fair value of goodwill. The fair value of the reporting unit is determined by 
management and is based on the results of (1) estimates we made regarding the present value of the 
anticipated cash flows associated with each reporting unit (the “income approach”) and (2) the indicated 
value of the reporting units based on a comparison and correlation of the Company and other similar 
companies (the “market approach”). 


The income approach, which considers factors unique to each of our reporting units and related long range 
plans that may not be comparable to other companies and that are not yet publicly available, is dependent 
on several critical management assumptions. These assumptions include estimates of future sales growth, 
gross margins, operating costs, income tax rates, terminal value growth rates, capital expenditures and the 
weighted average cost of capital (discount rate). Anticipated cash flows used under the income approach 
are developed every fourth quarter in conjunction with our annual budgeting process and also incorporate 
amounts and timing of future cash flows based on our long range plan. 


The discount rates used in the income approach are an estimate of the rate of return that a market 
participant would expect of each reporting unit. To select an appropriate rate for discounting the future 
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earnings stream, a review is made of short-term interest rate yields of long-term corporate and government 
bonds, as well as the typical capital structure of companies in the industry. The discount rates used for 
each reporting unit may vary depending on the risk inherent in the cash flow projections, as well as the risk 
level that would be perceived by a market participant. A terminal value is included at the end of the 
projection period used in our discounted cash flow analyses to reflect the remaining value that each 
reporting unit is expected to generate. The terminal value represents the present value in the last year of the 
projection period of all subsequent cash flows into perpetuity. The terminal value growth rate is a key 
assumption used in determining the terminal value as it represents the annual growth of all subsequent 
cash flows into perpetuity. 


Under the market approach, we apply the guideline company method in estimating fair value. The 
guideline company method makes use of market price data of corporations whose stock is actively traded 
in a public market. The corporations we select as guideline companies are engaged in a similar line of 
business or are subject to similar financial and business risks, including the opportunity for growth. The 
guideline company method of the market approach provides an indication of value by relating the equity 
or invested capital (debt plus equity) of guideline companies to various measures of their earnings and cash 
flow, then applying such multiples to the business being valued. The result of applying the guideline 
company approach is adjusted based on the incremental value associated with a controlling interest in the 
business. This “control premium” represents the amount a new controlling shareholder would pay for the 
benefits resulting from synergies and other potential benefits derived from controlling the enterprise. 


Our annual goodwill impairment test was completed through a qualitative assessment performed in the 
fourth quarter of 2016, which indicated the fair value of goodwill of our Wendy’s North America 
restaurants was more likely than not greater than the carrying amount. The Company last completed a 
quantitative assessment in the fourth quarter of 2015, which indicated the fair value of goodwill of our 
Wendy’s North America restaurants significantly exceeded the carrying amount. 


Our indefinite-lived intangible assets represent trademarks and totaled $903.0 million as of January 1, 
2017. We test indefinite-lived intangible assets for impairment annually, or more frequently if events or 
changes in circumstances indicate that the assets may be impaired. Our annual impairment test may be 
completed through a qualitative assessment to determine if the fair value of the indefinite-lived intangible 
assets is more likely than not greater than the carrying amount. If we elect to bypass the qualitative 
assessment, or if a qualitative assessment indicates it is more likely than not that the estimated carrying 
value exceeds the fair value, we test for impairment using a quantitative process. Our quantitative process 
includes comparing the carrying value to the fair value of our indefinite-lived intangible assets, with any 
excess recognized as an impairment loss. Our critical estimates in the determination of the fair value of our 
indefinite-lived intangible assets include the anticipated future revenues of Company-operated and 
franchised restaurants and the resulting cash flows. 


Our annual impairment test for indefinite-lived intangible assets was completed through a qualitative 
assessment performed in the fourth quarter of 2016, which indicated the fair value of indefinite-lived 
intangible assets was more likely than not greater than the carrying amount. The Company last completed 
a quantitative assessment in the fourth quarter of 2015, which indicated the fair value of indefinite-lived 
intangible assets significantly exceeded the carrying amount. 


The estimated fair values of our goodwill reporting units and indefinite-lived intangible assets are subject 
to change as a result of many factors including, among others, any changes in our business plans, changing 
economic conditions and the competitive environment. Should actual cash flows and our future estimates 
vary adversely from those estimates we use, we may be required to recognize impairment charges in future 
years. 


Impairment of long-lived assets: 


As of January 1, 2017, the net carrying value of our long-lived tangible and definite-lived intangible assets 
were $1,192.3 million and $419.5 million, respectively. Our long-lived assets include (1) properties and 
related definite-lived intangible assets (e.g., favorable leases) that are leased and/or subleased to franchisees 
and (2) Company-operated restaurant assets and related definite-lived intangible assets, which include 
favorable leases and reacquired rights under franchise agreements. 
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We review our long-lived assets for impairment whenever events or changes in circumstances indicate that 
the carrying amount of an asset may not be recoverable. We assess the recoverability of our long-lived 
assets by comparing the carrying amount of the asset group to future undiscounted net cash flows expected 
to be generated through leases and/ or subleases or by our individual Company-operated restaurants. If the 
carrying amount of the long-lived asset group is not recoverable on an undiscounted cash flow basis, then 
impairment is recognized to the extent that the carrying amount exceeds its fair value and is included in 
“Impairment of long-lived assets.” Our critical estimates in this review process include the anticipated 
future cash flows from leases and/or subleases or individual Company-operated restaurants, which is used 
in assessing the recoverability of the respective long-lived assets. Our impairment losses principally reflect 
impairment charges resulting from leasing and/or subleasing long-lived assets to franchisees in connection 
with the sale or anticipated sale of restaurants. 


Our fair value estimates are subject to change as a result of many factors including, among others, any 
changes in our business plans, changing economic conditions and the competitive environment. Should 
actual cash flows and our future estimates vary adversely from those estimates we used, we may be required 
to recognize additional impairment charges in future years. 


¢ Restaurant dispositions: 


In connection with the sale of Company-operated restaurants to franchisees, the Company typically enters 
into several agreements, in addition to an asset purchase agreement, with franchisees including franchise, 
development, relationship and lease agreements. See “Franchised Restaurants” in Item 1 herein, for further 
information regarding these agreements. The Company typically sells restaurants’ cash, inventory and 
equipment and retains ownership or the leasehold interest to the real estate to lease and/or sublease to the 
franchisee. The Company has determined that its restaurant dispositions usually represent multiple- 
element arrangements, and as such, the cash consideration received is allocated to the separate elements 
based on their relative selling price. Cash consideration generally includes up-front consideration for the 
sale of the restaurants, technical assistance fees and development fees and future cash consideration for 
royalties and lease payments. The Company considers the future lease payments in allocating the initial 
cash consideration received. The Company obtains third-party evidence to estimate the relative selling 
price of the stated rent under the lease and/or sublease agreements which is primarily based upon 
comparable market rents. Based on the Company’s review of the third-party evidence the Company 
records favorable or unfavorable lease assets/liabilities with a corresponding offset to the gain or loss on the 
sale of the restaurants. The cash consideration per restaurant for technical assistance fees and development 
fees is consistent with the amounts stated in the related franchise agreements which are charged for 
separate standalone arrangements. Therefore, the Company recognizes the technical assistance and 
development fees when earned. Future royalty income is also recognized in revenue as earned. See 
“Revenue Recognition” in Note 1 of the Financial Statements and Supplementary Data contained in 
Item 8 for further information. 


* Our ability to realize deferred tax assets: 


We account for income taxes under the asset and liability method. A deferred tax asset or liability is 
recognized whenever there are (1) future tax effects from temporary differences between the financial 
statement carrying amounts of existing assets and liabilities and their respective tax bases and (2) operating 
loss, capital loss and tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted 
tax rates expected to apply to the years in which those differences are expected to be recovered or settled. 


Deferred tax assets are recognized to the extent the Company believes these assets will more likely than not 
be realized. In evaluating the realizability of deferred tax assets, the Company considers all available 
positive and negative evidence, including the interaction and the timing of future reversals of existing 
temporary differences, recent operating results, tax-planning strategies, and projected future taxable 
income. In projecting future taxable income, we begin with historical results from continuing operations 
and incorporate assumptions including future operating income, the reversal of temporary differences and 
the implementation of feasible and prudent tax planning strategies. These assumptions require significant 
judgment and are consistent with the plans and estimates we are using to manage our underlying business. 
In evaluating the objective evidence that historical results provide, we consider three years of cumulative 
operating income. 


When considered necessary, a valuation allowance is recorded to reduce the carrying amount of the 
deferred tax assets to their anticipated realizable value. Our evaluation of the realizability of our deferred 
tax assets is subject to change as a result of many factors including, among others, any changes in our 
business plans, changing economic conditions, the competitive environment and the effect of future tax 
legislation. Should future taxable income vary from projected taxable income, we may be required to adjust 
our valuation allowance in future years. 


Net operating loss and credit carryforwards are subject to various limitations and carryforward periods. As 
of January 1, 2017, we have foreign tax credits of $21.7 million and state tax credits of $0.5 million, which 
will begin to expire in 2021 and 2020, respectively. In addition, as of January 1, 2017, we have state net 
operating loss carryforwards of $779.8 million, which began expiring in 2017. We believe it is more likely 
than not that the benefit from certain state net operating loss carryforwards and foreign tax credits will not 
be realized. In recognition of this risk, we have provided a valuation allowance of $11.4 million. 


Income tax uncertainties: 


We measure income tax uncertainties in accordance with a two-step process of evaluating a tax position. 
We first determine if it is more likely than not that a tax position will be sustained upon examination 
based on the technical merits of the position. A tax position that meets the more-likely-than-not 
recognition threshold is then measured, for purposes of financial statement recognition, as the largest 
amount that has a greater than 50% likelihood of being realized upon effective settlement. We have 
unrecognized tax benefits of $19.5 million, which if resolved favorably would reduce our tax expense by 
$14.8 million at January 1, 2017. 


We accrue interest related to uncertain tax positions in “Interest expense” and penalties in “General and 
administrative.” At January 1, 2017, we had $1.3 million accrued for interest and $0.6 million accrued for 
penalties. 


The Company participates in the Internal Revenue Service (the “IRS”) Compliance Assurance Process 
(“CAP”). As part of CAP, tax years are examined on a contemporaneous basis so that all or most issues are 
resolved prior to the filing of the tax return. As such, our tax returns for fiscal years 2009 through 2015 
have been settled. Certain of the Company’s state income tax returns from its 2012 fiscal year and forward 
remain subject to examination. We believe that adequate provisions have been made for any liabilities, 
including interest and penalties that may result from the completion of these examinations. 


Legal and environmental accruals: 


We are involved in litigation and claims incidental to our current and prior businesses, including the legal 
proceedings related to a cybersecurity incident as described in “Item 3. Legal Proceedings.” We provide 
accruals for such litigation and claims when payment is probable and reasonably estimable. As of 
January 1, 2017, the Company had accruals for all of its legal and environmental matters aggregating 
$1.2 million. Most proceedings are in preliminary stages, with various motions either yet to be submitted 
or pending, discovery yet to occur and significant factual matters unresolved. In addition, most cases seek 
an indeterminate amount of damages and many involve multiple parties. Predicting the outcomes of 
settlement discussions or judicial or arbitral decisions are thus inherently difficult. We review our 
assumptions and estimates each quarter based on new developments, changes in applicable law and other 
relevant factors and revise our accruals accordingly. 


New Accounting Standards 


See “Item 8. Financial Statements and Supplementary Data,” Note 1 to the Consolidated Financial Statements, 


for a summary of new or amended accounting standards applicable to us. 


Item 7A. Quantitative and Qualitative Disclosures about Market Risk. 


Certain statements the Company makes under this Item 7A constitute “forward-looking statements” under the 


Private Securities Litigation Reform Act of 1995. See “Special Note Regarding Forward-Looking Statements and 
Projections” in “Part I” preceding “Item 1.” 
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We are exposed to the impact of interest rate changes, changes in commodity prices and foreign currency 
fluctuations primarily related to the Canadian dollar. In the normal course of business, we employ established policies 
and procedures to manage our exposure to these changes using financial instruments we deem appropriate. 


Interest Rate Risk 


Our objective in managing our exposure to interest rate changes is to limit the impact on our earnings and cash 
flows. Our policies prohibit the use of derivative instruments for trading purposes and we had no outstanding 
derivative instruments as of January 1, 2017. 


As discussed in “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of 
Operations” under “Executive Overview,” the Company completed a $2,275.0 million securitized financing facility 
on June 1, 2015. The proceeds were used to repay all amounts outstanding on the Term A Loans and Term B Loans 
under the Company’s 2013 Restated Credit Agreement. In connection with the repayment of the Term A Loans and 
Term B Loans, the Company terminated the related interest rate swaps with notional amounts totaling 
$350.0 million and $100.0 million, respectively, which had been designated as cash flow hedges. The unrealized loss 
on the cash flow hedges at termination of $7.3 million is being reclassified on a straight-line basis from “Accumulated 
other comprehensive loss” to “Interest expense” beginning June 30, 2015, the original effective date of the interest 
rate swaps through December 31, 2017, the original maturity date of the interest rate swaps. 


The securitized financing facility includes the Series 2015-1 Class A-2 Notes, which are comprised of fixed 
interest rate notes, and the Series 2015-1 Class A-1 Notes, which allow for the issuance up to $150.0 million of 
variable funding notes. The Series 2015-1 Class A-2 Notes bear fixed-rate interest at rates higher than our historical 
effective interest rates on our variable interest rate Term A Loans and Term B Loans. In addition, the principal 
amounts outstanding on the Series 2015-1 Class A-2 Notes significantly exceed the amounts that were outstanding on 
the Term A Loans and Term B Loans. The final legal maturity date of substantially all of the Series 2015-1 Senior 
Notes is in 2045; however, the anticipated repayment dates of the Series 2015-1 Senior Notes range from 2019 
through 2025, which is up to six years longer than the prior Term A Loans and Term B Loans. 


Consequently, our long-term debt, including current portion, aggregated $2,546.6 million and consisted of 
$2,334.9 million of fixed-rate debt and $211.7 million of capital lease obligations, as of January 1, 2017 (excluding 
unamortized debt issuance costs). These changes to the Company’s debt structure have reduced its exposure to 
interest rate increases that could adversely affect its earnings and cash flows. The Company is exposed to interest rate 
increases on borrowings under the Series 2015-1 Class A-1 Notes. However, as of January 1, 2017, the Company had 
no outstanding borrowings under its Series 2015-1 Class A-1 Notes. 


Commodity Price Risk 


We purchase certain food products, such as beef, chicken, corn, pork and cheese, that are affected by changes in 
commodity prices and, as a result, we are subject to variability in our food costs. QSCC, a purchasing co-op 
negotiates contracts with approved suppliers on behalf of the Wendy’s system in order to ensure favorable pricing for 
its major food products, as well as maintain an adequate supply of fresh food products. While price volatility can 
occur, which would impact profit margins, the purchasing contracts may limit the variability of these commodity 
costs without establishing any firm purchase commitments by us or our franchisees. In addition, there are generally 
alternative suppliers available. Our ability to recover increased costs through higher pricing is, at times, limited by the 
competitive environment in which we operate. Management monitors our exposure to commodity price risk. 


Foreign Currency Risk 


Our exposures to foreign currency risk are primarily related to fluctuations in the Canadian dollar relative to the 
U.S. dollar for our Canadian operations. We monitor these exposures and periodically determine our need for the use 
of strategies intended to lessen or limit our exposure to these fluctuations. We have exposure related to our investment 
in a Canadian subsidiary which is subject to foreign currency fluctuations. Our Canadian subsidiary exposures relate 
to its franchise and administrative operations and Company-operated restaurant operations through the second 
quarter of 2015 when we completed the sale of such restaurants to franchisees. The exposure to Canadian dollar 
exchange rates on the Company’s cash flows primarily includes imports paid for by Canadian operations in U.S. 
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dollars and payments from the Company’s Canadian operations to the Company’s U.S. operations in U.S. dollars. 
Revenues from our Canadian operations for the years ended January 1, 2017 and January 3, 2016 represented 3% 
and 6% of our total revenues, respectively. Accordingly, an immediate 10% change in Canadian dollar exchange rates 
versus the U.S. dollar from their levels at January 1, 2017 and January 3, 2016 would not have a material effect on 
our consolidated financial position or results of operations. 
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THE WENDY'S COMPANY AND SUBSIDIARIES 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


To the Board of Directors and Stockholders of 
The Wendy’s Company 
Dublin, Ohio 


We have audited the accompanying consolidated balance sheets of The Wendy’s Company and subsidiaries (the 
“Company”) as of January 1, 2017 and January 3, 2016, and the related consolidated statements of operations, 
comprehensive income, stockholders’ equity, and cash flows for each of the three years in the period ended January 1, 
2017. These financial statements are the responsibility of the Company's management. Our responsibility is to 
express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with the standards of the Public Company Accounting Oversight 
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall financial 
statement presentation. We believe that our audits provide a reasonable basis for our opinion. 


In our opinion, such consolidated financial statements present fairly, in all material respects, the financial 
position of The Wendy’s Company and subsidiaries as of January 1, 2017 and January 3, 2016, and the results of 
their operations and their cash flows for each of the three years in the period ended January 1, 2017, in conformity 
with accounting principles generally accepted in the United States of America. 


We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), the Company’s internal control over financial reporting as of January 1, 2017, based on the criteria 
established in Internal Control — Integrated Framework (2013) issued by the Committee of Sponsoring Organizations 
of the Treadway Commission, and our report dated March 2, 2017, expressed an unqualified opinion on the 
Company’s internal control over financial reporting. 


/s/ Deloitte & Touche LLP 


Columbus, Ohio 
March 2, 2017 
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THE WENDY’S COMPANY AND SUBSIDIARIES 


CONSOLIDATED BALANCE SHEETS 
(In Thousands Except Par Value) 


January 1, January 3, 
2017 2016 
ASSETS 
Current assets: 
Cash and cash equivalents .. 1... 0... eee ene eens $ 198,240 $ 327,216 
Restricted cash .....:cccce eben ee eueedaesd Sateen tebwaneeence a eanees ees 57,612 42,869 
Accounts and notes receivable, net ..... 0... ccc ect enn eens 98,825 104,854 
Inventories 6.0... 0. cece eee e eee e nea ese eeeeneeeenes 2,851 4,312 
Prepaid expenses and other current assets ...... 0... eee eee eee eee 19,244 69,919 
Advertising funds restricted assets... 0... cece eens 75,760 67,399 
‘Total. Current assets: <<. osing.d-scyig yee woe OU PE VAR RSS Pe Ee Rae 452,532 616,569 
PROPerties aie. bisa enw a ew bade, oa Sle analas Suda dale atin Meee adware bleed aa 1,192,339 1,227,944 
Goodwill. ..d.cin dba a0 0b ddd dd da ob aGadaaee dda Cee ees 741,410 770,781 
Other intangible assets: .0scibes.o Gans aber Avene dacs a tiedew ea pada ne eels 1,322,531 1,339,587 
InVEStINEH tS «22.3. sewoncen daub ene did ha ae dedie bd, 4 OG Aa FERS a eee 56,981 58,369 
Other assets 6.6... ce en eee en ee eee nent eben beens 173,521 95,470 
TO tal ASSES nied sas to. pete b- Sar ade oaaed A ecotea be cad ead acedea red $ 3,939,314 $ 4,108,720 


LIABILITIES AND STOCKHOLDERS’ EQUITY 


Current liabilities: 


Current portion of long-term debt .. 0.0... 0.0 ccc eee $ 24,652 $ 23,290 
ACCOUNTS PayaDle. anc niardact nome eeg as see Tea eee ae eed be canal wes 27,635 53,681 
Accrued expenses and other current liabilities ........ 0.0.0... eee eee eee 102,034 124,404 
Advertising funds restricted liabilities... 2... eee eee 75,760 67,399 
Total current liabilities 6.0... cece eee eens 230,081 268,774 
Long-terin debt. es.0 saci tat cdinda ders ecee det wee digas Poe el eae eee 2,487,630 2,402,823 
Deferred income taxes 2.0... cece cet tec nent teen eee nees 446,513 459,713 
Other liabilities: 220.0. 2cddeb ti dasdiotanébide bend eeeasadciawidewdeed 247,354 224,496 
el OAL MAB IMEIES 2cita tet castles secaccasecteadins tues bceastelna tee sceaad cacatteasesteciee-ayaae a Races 3,411,578 3,355,806 
Commitments and contingencies 
Stockholders’ equity: 
Common stock, $0.10 par value; 1,500,000 shares authorized; 470,424 
shares issued; 246,574 and 272,315 shares outstanding, respectively ..... 47,042 47,042 
Additional paid-in capital... 2... cece neces 2,878,589 2,874,752 
Accumulated deficit 2... 0... ccc cn ence een e een ene ene (290,857) (356,632) 
Common stock held in treasury, at Cost 6... 0... eee eee eens (2,043,797) (1,741,425) 
Accumulated other comprehensive loss»... 0.00.0... cee cee eee (63,241) (70,823) 
Total stockholders’ equity 2.1.0... eee cece eee ee 527,736 752,914 
Total liabilities and stockholders’ equity ........ 0.0.00. cece eee ee $ 3,939,314 $ 4,108,720 


See accompanying notes to consolidated financial statements. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF OPERATIONS 


(In Thousands Except Per Share Amounts) 


Revenues: 


SalS)sccieddaddvas ih poeis eae de tahoe date edad 
Franchise royalty revenue and fees ....... 2... cc eee eee eee eee 
Franchise rental income ..... 0.0... c cece ec c eee ee as 


Costs and expenses: 


Coston sales duiers chat Wie eaten ey eS sad eee 
Franchise rental expense 1.0.0.0... cece eects 
General and administrative... 2.0... eee eee eee 
Depreciation and amortization .... 0.0.00... cee eee eee 
System optimization gains, net ..... 0. eee eee eee 
Reorganization and realignment costs ........ 0.00 e eee eee eee 
Impairment of long-lived assets... eee eee eee 
Other operating income, net... 6... eee eee ee eee 


Operatitig Prohe fscics bcdhenielnco ariuleh cla Ga a eave Qienes 
IntefestiexXPENse® siw coin atateeed twee oe eae ee de eee eee 
Loss on early extinguishment of debt ......... 0.000... 0 cess eee ee 
Inivestimenit INCOME, NEE <2G/e.00c ceed ea tesa oO ed dee eee tadwa 
Other income, net 1... eect tenet e teens 


Income from continuing operations before income taxes ..... 
Provision for income taxes 1.0.0... ccc eee tenes 


Income from continuing operations ................-000 


Discontinued operations: 


Income from discontinued operations, net of income taxes ........ 
Gain on disposal of discontinued operations, net of income taxes .... 


Net income from discontinued operations ................ 


INGE INCOME ic-5 5.4356 b Arerdceeereeare cee ela eee 


Basic income per share: 


Continuing operations ... 6.0... 0... e cece eee ee 
Discontinued operations ......... 0000s 
Net INCOME 56d scé: sede ect sce veig 6 a08 Aun el ted acs pls bras ep @ ener ode 


Diluted income per share: 


Continuing operations ...... 0.0... cc eee eee ee 
Discontinued operations ........ 0... e cece eee eee eee 
Net incOthe....4 44s. e28.0be3abecuei ne Fos thee edenaedes 


Year Ended 
January 1, January 3, December 28, 
om pala ans 

$ 920,758 $1,438,802 $1,608,455 
371,545 344,523 322,053 
143,115 86,972 67,994 
1,435,418 1,870,297 — 1,998,502 
744,701 1,184,073 1,355,086 
67,760 47,779 37,845 
245,869 256,553 260,732 
122,704 145,051 153,882 
(71,931) (74,009) (91,510) 
10,083 21,910 31,903 
16,241 25,001 19,613 
(14,789) (10,531) (11,637) 
1,120,638 = 1,595,827 1,755,914 
314,780 274,470 242,588 
(114,802) (86,067) (51,994) 
— (7,295) — 

723 52,214 1,199 

989 806 747 
201,690 234,128 192,540 
(72,066) (94,149) (76,116) 
129,624 139,979 116,424 
— 10,494 5,010 

— 10,669 — 

— 21,163 5,010 

$ 129,624 $ 161,142 $ 121,434 
$ AD $ A3 $ 31 
a .07 01 

$ AD § 50 $ 33 
$ 4D $ 43 $ 31 
— .06 01 

$ AD $ AD $ 32 


See accompanying notes to consolidated financial statements. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 


CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 
(In Thousands) 


Year Ended 
January 1, January 3, December 28, 
207 2016 ays 
Net income .... 0... cee ee ee eee nent n eee e nes $129,624 $161,142 $121,434 
Other comprehensive income (loss), net: 
Foreign currency translation adjustment ............ 0.0 eee ee eee eee 5,864 (37,800) (18,560) 
Change in unrecognized pension loss, net of income tax benefit (provision) 
of $34, $125 and $(160), respectively... 0... eee ee eee (56) (202) 391 
Effect of cash flow hedges, net of income tax (provision) benefit of $(1,120), 
$918':and'$1,767, respectively icc 45 dnc wnee ga kinshery die pees 1,774 (1,527) (2,788) 
Other comprehensive income (loss), net... 6... eee eee ee eee 7,582 (39,529) (20,957) 
Comprehensive income? 4 ci60n tke adseye ss poeageed dae ene a $137,206 $121,613 $100,477 


See accompanying notes to consolidated financial statements. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY 


(In Thousands) 


Balance at December 29, 2013 


Net income 


Other comprehensive loss, net 


Cash dividends 


Repurchases of common stock 
Share-based compensation 


Common stock issued upon exercises of stock 


options 


Common stock issued upon vesting of restricted 


shares 


Other 


Balance at December 28, 2014 


Net income 


Other comprehensive loss, net 


Cash dividends 


Repurchases of common stock 
Share-based compensation 


Common stock issued upon exercises of stock 


options 


Common stock issued upon vesting of restricted 


shares 


Other 


Balance at January 3, 2016 
Net income 


Other comprehensive income, net 


Cash dividends 


Repurchases of common stock 
Share-based compensation 


Common stock issued upon exercises of stock 


options 


Common stock issued upon vesting of restricted 


shares 


Other 
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Common Accumulated 
Additional Stock Other 
Common Paid-In Accumulated Held in Comprehensive 
Stock Capital Deficit Treasury Income (Loss) Total 
$47,042 $2,794,445 $(492,215) $ (409,449) $(10,337)  $ 1,929,486 
— —_— 121,434 — — 121,434 
— —_— — — (20,957) (20,957) 
— — (75,117) — — (75,117) 
— = —_ (301,216) —_— (301,216) 
— 28,243 — — —_— 28,243 
— 3,485 —_— 27,290 —_ 30,775 
—_— (7,812) — 4,006 —_ (3,806) 
—_— 8,546 — — —_— 8,546 
— 58 (19) 149 —_ 188 
47,042 2,826,965 (445,917) (679,220) (31,294) 1,717,576 
oa oo 161,142 — — 161,142 
—_— — — — (39,529) (39,529) 
_ _— (71,845) _ _ (71,845) 
— — — (1,100,417) —_— (1,100,417) 
— 23,231 —_— — — 23,231 
— (6,719) — 29,954 — 23,235 
— (15,502) — 8,105 = (7,397) 
— 46,718 — —_ _ 46,718 
— 59 (12) 153 — 200 
47,042 2,874,752 (356,632) (1,741,425) (70,823) 752,914 
— — 129,624 — — 129,624 
meee — —_ —_ 7,582 7,582 
—_— —_— (63,832) — = (63,832) 
= =< — (335,258) — (335,258) 
— 18,141 — — — 18,141 
= (6,395) — 25,376 — 18,981 
— (11,195) — 73333 — (3,862) 
— 3,257 — = <= 3,257 
— 29 (17) 177 = 189 
$47,042 $2,878,589 $(290,857) $(2,043,797) $(63,241) $ 527,736 


See accompanying notes to consolidated financial statements. 


THE WENDY’S COMPANY AND SUBSIDIARIES 


CONSOLIDATED STATEMENTS OF CASH FLOWS 
(In Thousands) 


Year Ended 
January 1, January 3, December 28, 
2017 2016 2014 
Cash flows from operating activities: 
Net iticoime:<sciga oi. 9 oie oad ne Pak bbatieueeed Mew ee yas $129,624 $ 161,142 $ 121,434 
Adjustments to reconcile net income to net cash provided by 
operating activities: 
Depreciation and amortization ......... 0.0.0 cee eee eee 124,304 153,732 159,860 
Share-based compensation 1.2.0.0... 0. cece eee 18,141 23,231 28,243 
Impairment of long-lived assets ...... 0... 0c 16,241 25,001 19,613 
Deferred income taX 2... 0... cece ec ee eee eens (14,213) 89,026 69,540 
Excess tax benefits from share-based compensation ........... (3,082) (49,613) (9,363) 
Non-cash rent expense, net... 6... eee eee eee eee (7,543) 3,364 1,951 
Net receipt (recognition) of deferred vendor incentives ........ 959 (2,559) 4,063 
System optimization gains, net ......... ee eee eee eee (71,931) (74,041) (91,579) 
Gain on disposal of the Bakery ......... 00... c eee eee eee — (25,529) — 
Gain on sale of investments, net ... 0.0.0... cee ee eee eee ee (497) (335) (975) 
Distributions received from TimWen joint venture........... 11,426 12,451 13,896 
Equity in earnings in joint ventures, net ..............0000. (8,351) (9,205) (10,176) 
Long-term debt-related activities, net (see below) ............ 11,767 8,075 3,625 
Other, net 2... cee ence e eens 4,172 (4,318) (11,686) 
Changes in operating assets and liabilities: 
Restricted:cash. -2::-..s%.2c% eats th beets te eed Steed Koi bed 228 (23,640) — 
Accounts and notes receivable, net .............00 000 (38,657) (52,620) (2,763) 
TV ER TO PLES as esos. e sheds sgac'e eect th te Gete-arsn on dels nw aaa wisee are 34 (62) 706 
Prepaid expenses and other current assets .............. (3,276) (5,409) (2,976) 
Accounts payablei.d. 50 ced dR Seed ida beet iaees (6,635) (7,787) (3,105) 
Accrued expenses and other current liabilities ........... 18,697 (8,424) (35,532) 
Net cash provided by operating activities........... 181,408 212,480 254,776 
Cash flows from investing activities: 
Capital expemditires: 2.5.5 cain’ die ass og ada daddies dace nauasaunanie.a (150,023) (251,622) (298,471) 
ACQUISITIONS 55.52.05. d 6.55 Gotan aisha duedguapes angie tee Sgndptdecalauasaimnela (2,209) (1,232) (53,954) 
DispOSItiONS. vic ns-enwrees tose cho dei ee eh ated 262,173 204,388 161,386 
Proceeds from sale of the Bakery .......... 0.00. c eee eee — 78,408 — 
Changes in restricted cash 1.0... eee eee eee eee (14,971) 3,634 1,750 
Notes receivable, net ..... 0... cece eee eee eee (3,581) 3,289 434 
Proceeds from sale of investments .........0 00000 cece eee 890 621 2,193 
Payments for investMents: 2c. ceceag ods pans eeaee eee eS (172) (2,106) (1,150) 
Net cash provided by (used in) investing activities .... 92,107 35,380 (187,812) 
Cash flows from financing activities: 
Proceeds from long-term debt .... 2.0.0.0... eee eee eee — 2,294,000 — 
Repayments of long-term debt ......... 0.00000... ee eee ee (24,617) (1,327,223) (38,380) 
Changé intestricted Cash ai. asp tue secscsoas deep tune sansdcacecpunladane anal — (5,687) — 
Deferred financing costs 22.2... . eee eee eee eee (1,983) (43,817) — 
Repurchases of common stock ......... 00.0 e ee eee eee (336,958) (1,098,717) (301,216) 
Dividennds® i. 3s deities eset aiecearsng oie Mie aes dew reaiee Sed (63,832) (71,845) (75,117) 
Proceeds from stock option exercises»... 0... eee eee eee 19,773 27,952 30,788 
Excess tax benefits from share-based compensation ........... 3,082 49,613 9,363 
Net cash used in financing activities .............. (404,535) (175,724) (374,562) 
Net cash (used in) provided by operations before effect of exchange rate 
chaniges Of! Cash... sarees alec vietie eat egtentinie- pusher dali naan 4 (131,020) 72,136 (307,598) 
Effect of exchange rate changes on cash... 0... eee eee 2,044 (12,196) (5,278) 
Net (decrease) increase in cash and cash equivalents ...............044 (128,976) 59,940 (312,876) 
Cash and cash equivalents at beginning of period .................004 327,216 267,276 580,152 
Cash and cash equivalents at end of period ......... 0.00. eee eee eee $ 198,240 $ 327,216 $ 267,276 
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THE WENDY’S COMPANY AND SUBSIDIARIES 


CONSOLIDATED STATEMENTS OF CASH FLOWS—CONTINUED 
(In Thousands) 


Year Ended 
January 1, January 3, December 28, 
2017 2016 2014 
Detail of cash flows from operating activities: 
Long-term debt-related activities, net: 
Accretion of long-term debt 1.0.20... 0.0... ccc eee eee $ 1,220 $ 1,204 $ 1,187 
Amortization of deferred financing costs ........ 0.0.00. e eee eee 7,653 5,426 2,438 
Loss on early extinguishment of debt ................000 00 eee = 7,295 — 
Payments for termination of cash flow hedges................004 — (7,337) — 
Reclassification of unrealized losses on cash flow hedges ........... 2,894 1,487 — 


$ 11,767 $ 8,075 $ 3,625 


Supplemental cash flow information: 


Cash paid for: 
1) os] em ee oS a CR no ne $117,583 $84,326 $52,357 
Income taxes, net of refunds ........ 0... cece cece eens 77,620 41,275 15,826 
Supplemental non-cash investing and financing activities: 
Capital expenditures included in accounts payable ................... $ 11,325 $31,468 $45,409 
Capitalized lease obligations’ ..ad.si2a49¢lasmele weirs ees eee os 104,119 57,226 22,255 
Accrued debt issuance Costs ..... 0. 0c ccc cece cece teen eet n ee ennes 512 — = 
Notestecetvable: s.:3.3.0 6024 cn oe 4 aoe baka OUNA 40 ode Bae eRe eas — — 3,934 


See accompanying notes to consolidated financial statements. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(In Thousands Except Per Share Amounts) 


(1) Summary of Significant Accounting Policies 
Corporate Structure 


The Wendy’s Company (“The Wendy’s Company” and, together with its subsidiaries, the “Company,” “we,” 
“us,” or “our”) is the parent company of its 100% owned subsidiary holding company, Wendy’s Restaurants, LLC 
(“Wendy’s Restaurants”). Wendy’s Restaurants is the parent company of Wendy’s International, LLC and its 
subsidiaries (“Wendy’s”). Wendy’s franchises and operates Wendy’s® quick-service restaurants specializing in 
hamburger sandwiches throughout North America (defined as the United States of America (“U.S.”) and Canada). 
Wendy’s also has franchised restaurants in 29 foreign countries and U.S. territories. At January 1, 2017, Wendy’s 
operated and franchised 330 and 6,207 restaurants, respectively. 


On May 31, 2015, Wendy’s completed the sale of its Company-operated bakery, The New Bakery Company, 
LLC and its subsidiaries (collectively, the “Bakery”), a 100% owned subsidiary of Wendy’s. As a result of the sale of 
the Bakery, as further discussed in Note 18, the Bakery’s results of operations for all periods presented and the gain on 
disposal have been included in “Net income from discontinued operations” in our consolidated statements of 
operations. 


The Company manages and internally reports its business geographically. The operation and franchising of 
Wendy’s restaurants in North America comprises virtually all of our current operations and represents a single 
reportable segment. The revenues and operating results of Wendy’s restaurants outside of North America are not 
material. 


Principles of Consolidation 


The accompanying consolidated financial statements have been prepared in accordance with accounting 
principles generally accepted in the United States of America (“GAAP”) and include all of the Company’s 
subsidiaries. All intercompany balances and transactions have been eliminated in consolidation. 


The Company participates in two national advertising funds established to collect and administer funds 
contributed for use in advertising and promotional programs for Company-operated and franchised restaurants. The 
revenue, expenses and cash flows of such advertising funds are not included in the Company’s consolidated statements 
of operations or consolidated statements of cash flows because the contributions to these advertising funds are 
designated for specific purposes and the Company acts as an agent, in substance, with regard to these contributions. 
The assets and liabilities of these funds are reported as “Advertising funds restricted assets” and “Advertising funds 
restricted liabilities.” 


The preparation of consolidated financial statements in conformity with GAAP requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets 
and liabilities at the date of the consolidated financial statements and the reported amount of revenues and expenses 
during the reporting period. Actual results could differ materially from those estimates. 


Fiscal Year 


The Company’s fiscal reporting periods consist of 52 or 53 weeks ending on the Sunday closest to 
December 31 and are referred to herein as (1) “the year ended January 1, 2017” or “2016,” which consisted of 52 
weeks, (2) “the year ended January 3, 2016” or “2015,” which consisted of 53 weeks, and (3) “the year ended 
December 28, 2014” or “2014,” which consisted of 52 weeks. 


Reclassifications 
Certain reclassifications have been made to prior year presentation to conform to the current year presentation. 


The Company has changed the presentation of franchise revenues to separately present “Franchise rental 
income” and “Franchise royalty revenue and fees” in our consolidated statements of operations. These reclassifications 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—CONTINUED 


(In Thousands Except Per Share Amounts) 


are due to the growth in rental income and royalty revenue received from franchisees primarily driven by the 
Company’s system optimization initiative (see Note 2 for additional information on our system optimization 
initiative). Also, the Company has separately presented the related “Franchise rental expense” for properties that are 
leased or subleased to franchisees, which was previously recorded to “Other operating expense, net.” The Company 
believes this new presentation will aid users in understanding its results of operations. The prior periods reflect the 
reclassifications of these revenues and expenses to conform to the current year presentation. There was no impact to 
total revenues, operating profit, income from continuing operations before income taxes or net income as a result of 
these reclassifications. 


Cash and Cash Equivalents 


All highly liquid investments with a maturity of three months or less when acquired are considered cash 
equivalents. The Company’s cash and cash equivalents principally consist of cash in bank and money market mutual 
fund accounts and are primarily not in Federal Deposit Insurance Corporation insured accounts. 


We believe that our vulnerability to risk concentrations in our cash equivalents is mitigated by (1) our policies 
restricting the eligibility, credit quality and concentration limits for our placements in cash equivalents and 
(2) insurance from the Securities Investor Protection Corporation of up to $500 per account, as well as supplemental 
private insurance coverage maintained by substantially all of our brokerage firms, to the extent our cash equivalents 
are held in brokerage accounts. 


Restricted Cash 


In accordance with the Company’s securitized financing facility, certain cash accounts have been established 
with the trustee for the benefit of the trustee and the noteholders, and are restricted in their use. Such restricted cash 
primarily represents cash collections and cash reserves held by the trustee to be used for payments of principal, interest 
and commitment fees required for the Company’s senior secured notes. Changes in such restricted cash are presented 
as a component of cash flows from operating and financing activities in the consolidated statements of cash flows 
since the cash is restricted to the payment of interest and principal, respectively. Furthermore, certain cash receipts 
from asset dispositions and insurance proceeds held by the trustee are restricted for reinvestment in capital assets 
useful to the Company’s operations in accordance with the securitized financing facility. Changes in such restricted 
cash are presented as a component of cash flows from investing activities in the consolidated statement of cash flows 
since the cash is restricted for investing activities. 


In addition, the Company has outstanding letters of credit with various parties that are cash collateralized. The 
related cash collateral is classified as restricted cash in the consolidated balance sheets. Changes in such restricted cash 
are presented as a component of cash flows from investing activities in the consolidated statements of cash flows. 
Refer to Note 6 for further information. 


Accounts and Notes Receivable, Net 


Accounts and notes receivable, net, consist primarily of royalties, rents, property taxes and franchise fees due 
principally from franchisees and credit card receivables. The need for an allowance for doubtful accounts is reviewed 
on a specific identification basis based upon past due balances and the financial strength of the obligor. 


Inventories 


The Company’s inventories are stated at the lower of cost or market, with cost determined in accordance with 
the first-in, first-out method and consist primarily of restaurant food items and paper supplies. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—CONTINUED 


(In Thousands Except Per Share Amounts) 


Properties and Depreciation and Amortization 


Properties are stated at cost, including internal costs of employees to the extent such employees are dedicated to 
specific restaurant construction projects, less accumulated depreciation and amortization. Depreciation and 
amortization of properties is computed principally on the straight-line basis using the following estimated useful lives 
of the related major classes of properties: five to 20 years for office and restaurant equipment (including technology), 
three to 15 years for transportation equipment and seven to 30 years for buildings and improvements. When the 
Company commits to a plan to cease using certain properties before the end of their estimated useful lives, 
depreciation expense is accelerated to reflect the use of the assets over their shortened useful lives. Capital leases and 
leasehold improvements are amortized over the shorter of their estimated useful lives or the terms of the respective 
leases, including periods covered by renewal options that the Company is reasonably assured of exercising. 


The Company reviews properties for impairment whenever events or changes in circumstances indicate that the 
carrying amount of an asset group may not be recoverable. If such review indicates an asset group may not be 
recoverable, an impairment loss is recognized for the excess of the carrying amount over the fair value of an asset 
group to be held and used or over the fair value less cost to sell of an asset to be disposed. See “Impairment of Long- 
Lived Assets” below for further information. 


The Company classifies assets as held for sale and ceases depreciation of the assets when there is a plan for 
disposal of the assets and those assets meet the held for sale criteria. Assets held for sale are included in “Prepaid 
expenses and other current assets” in the consolidated balance sheets. 


Goodwill 


Goodwill, representing the excess of the cost of an acquired entity over the fair value of the acquired net assets, 
is not amortized. Goodwill associated with our Company-operated restaurants is reduced as a result of restaurant 
dispositions based on the relative fair values and is included in the carrying value of the restaurant in determining the 
gain or loss on disposal. If a Company-operated restaurant is sold within two years of being acquired from a 
franchisee, the goodwill associated with the acquisition is written off in its entirety. For goodwill impairment testing 
purposes, we include two reporting units comprised of our (1) North America Company-operated and franchise 
restaurants and (2) international franchise restaurants. The Company tests goodwill for impairment annually during 
the fourth quarter, or more frequently if events or changes in circumstances indicate that the asset may be impaired. 
Our annual impairment test of goodwill may be completed through a qualitative assessment to determine if the fair 
value of the reporting unit is more likely than not greater than the carrying amount. If we elect to bypass the 
qualitative assessment for any reporting units, or if a qualitative assessment indicates it is more likely than not that the 
estimated carrying value of a reporting unit exceeds its fair value, we perform a two-step quantitative goodwill 
impairment test. Under the first step, the fair value of the reporting unit is compared with its carrying value 
(including goodwill). If the fair value of the reporting unit is less than its carrying value, an indication of goodwill 
impairment exists for the reporting unit and we must perform step two of the impairment test (measurement). Step 
two of the impairment test, if necessary, requires the estimation of the fair value for the assets and liabilities of a 
reporting unit in order to calculate the implied fair value of the reporting unit’s goodwill. 


If the Company determines that impairment may exist, the amount of the impairment loss is measured as the 
excess, if any, of the carrying amount of the goodwill over its implied fair value. In determining the implied fair value of 
the reporting unit’s goodwill, the Company allocates the fair value of a reporting unit to all of the assets and liabilities of 
that unit as if the unit had been acquired in a business combination and the fair value of the reporting unit was the price 
paid to acquire the reporting unit. The excess of the fair value of the reporting unit over the amounts assigned to the 
assets and liabilities is the implied fair value of goodwill. If the carrying amount of a reporting unit’s goodwill exceeds the 
implied fair value of that goodwill, an impairment loss is recognized in an amount equal to that excess. 


Our fair value estimates are subject to change as a result of many factors including, among others, any changes 
in our business plans, changing economic conditions and the competitive environment. Should actual cash flows and 
our future estimates vary adversely from those estimates we use, we may be required to recognize goodwill impairment 
charges in future years. 
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Impairment of Long-Lived Assets 


Our long-lived assets include (1) properties and related definite-lived intangible assets (e.g., favorable leases) 
that are leased and/or subleased to franchisees and (2) Company-operated restaurant assets and related definite-lived 
intangible assets, which include favorable leases and reacquired rights under franchise agreements. 


We review our long-lived assets for impairment whenever events or changes in circumstances indicate that the 
carrying amount of an asset may not be recoverable. We assess the recoverability of our long-lived assets by comparing 
the carrying amount of the asset group to future undiscounted net cash flows expected to be generated through leases 
and/or subleases or by our individual Company-operated restaurants. If the carrying amount of the long-lived asset 
group is not recoverable on an undiscounted cash flow basis, then impairment is recognized to the extent that the 
carrying amount exceeds its fair value and is included in “Impairment of long-lived assets.” Our critical estimates in 
this review process include the anticipated future cash flows from leases and/or subleases or individual Company- 
operated restaurants, which is used in assessing the recoverability of the respective long-lived assets. Our impairment 
losses principally reflect impairment charges resulting from leasing and/or subleasing long-lived assets to franchisees in 
connection with the sale or anticipated sale of restaurants. 


Our fair value estimates are subject to change as a result of many factors including, among others, any changes 
in our business plans, changing economic conditions and the competitive environment. Should actual cash flows and 
our future estimates vary adversely from those estimates we used, we may be required to recognize additional 
impairment charges in future years. 


Other Intangible Assets 


Definite-lived intangible assets are amortized on a straight-line basis using the following estimated useful lives of 
the related classes of intangibles: for favorable leases, the terms of the respective leases, including periods covered by 
renewal options that the Company is reasonably assured of exercising; three to five years for computer software; four 
to 20 years for reacquired rights under franchise agreements; and 20 years for franchise agreements. Trademarks have 
an indefinite life and are not amortized. 


The Company reviews definite-lived intangible assets for impairment whenever events or changes in 
circumstances indicate that the carrying amount of the intangible asset may not be recoverable. Indefinite-lived 
intangible assets are tested for impairment at least annually, or more frequently if events or changes in circumstances 
indicate that the assets may be impaired. Our annual impairment test for indefinite-lived intangible assets may be 
completed through a qualitative assessment to determine if the fair value of the indefinite-lived intangible assets is 
more likely than not greater than the carrying amount. If we elect to bypass the qualitative assessment, or if a 
qualitative assessment indicates it is more likely than not that the estimated carrying value exceeds the fair value, we 
test for impairment using a quantitative process. If the Company determines that impairment of its intangible assets 
may exist, the amount of impairment loss is measured as the excess of carrying value over fair value. Our estimates in 
the determination of the fair value of indefinite-lived intangible assets include the anticipated future revenues of 
Company-operated and franchised restaurants and the resulting cash flows. 


Investments 


The Company has a 50% share in a partnership in a Canadian restaurant real estate joint venture (“TimWen”) 
with a subsidiary of Restaurant Brands International Inc., a quick-service restaurant company that owns the Tim 
Hortons® brand. (Tim Hortons™ is a registered trademark of Tim Hortons USA Inc.) In addition, the Company 
has a 20% share in a joint venture for the operation of Wendy’s restaurants in Brazil (the “Brazil JV”). The Company 
has significant influence over these investees. Such investments are accounted for using the equity method, under 
which our results of operations include our share of the income (loss) of the investees in “Other operating income, 
net.” Investments in limited partnerships and other non-current investments in which the Company does not have 
significant influence over the investees, which includes our indirect 18.5% interest in Arby’s Restaurant Group, Inc. 
(“Arby’s”), are recorded at cost with related realized gains and losses reported as income or loss in the period in which 
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the securities are sold or otherwise disposed. Our 18.5% equity interest as of January 1, 2017 has the potential to be 
diluted by stock options issued as incentives to Arby’s management. Cash distributions and dividends received that 
are determined to be returns of capital are recorded as a reduction of the carrying value of our investments and returns 
on our investments are recorded to “Investment income, net.” 


The difference between the carrying value of our TimWen equity investment and the underlying equity in the 
historical net assets of the investee is accounted for as if the investee were a consolidated subsidiary. Accordingly, the 
carrying value difference is amortized over the estimated lives of the assets of the investee to which such difference 
would have been allocated if the equity investment were a consolidated subsidiary. To the extent the carrying value 
difference represents goodwill, it is not amortized. 


Derivative Instruments 


The Company used interest rate swap agreements to manage its exposure to changes in interest rates as well as 
to maintain an appropriate mix of fixed and variable rate debt. In May 2015, the Company terminated its floating to 
fixed interest rate swap agreements which were accounted for as cash flow hedges. Changes in the fair value of the 
cash flow hedging instruments were recorded as an adjustment to “Accumulated other comprehensive loss” to the 
extent of the effectiveness of such hedging instruments and subsequently reclassified into “Interest expense” in the 
period that the hedged forecasted transaction affects earnings. 


Share-Based Compensation 


The Company has granted share-based compensation awards to certain employees under several equity plans. 
The Company measures the cost of employee services received in exchange for an equity award, which include grants 
of employee stock options and restricted shares, based on the fair value of the award at the date of grant. Share-based 
compensation expense is recognized net of estimated forfeitures, determined based on historical experience. The 
Company recognizes share-based compensation expense over the requisite service period unless the awards are subject 
to performance conditions, in which case we recognize compensation expense over the requisite service period to the 
extent performance conditions are considered probable. The Company determines the grant date fair value of stock 
options using a Black-Scholes-Merton option pricing model (the “Black-Scholes Model”). The grant date fair value of 
restricted share awards (“RSAs”), restricted share units (“RSUs”) and performance-based. awards are determined using 
the average of the high and low trading prices of our common stock on the date of grant, unless the awards are subject 
to market conditions, in which case we use a Monte Carlo simulation model. The Monte Carlo simulation model 
utilizes multiple input variables to estimate the probability that market conditions will be achieved. 


Foreign Currency Translation 


Substantially all of the Company’s foreign operations are in Canada where the functional currency is the 
Canadian dollar. Financial statements of foreign subsidiaries are prepared in their functional currency and then 
translated into U.S. dollars. Assets and liabilities are translated at the exchange rate as of the balance sheet date and 
revenues, costs and expenses are translated at a monthly average exchange rate. Net gains or losses resulting from the 
translation are recorded to the “Foreign currency translation adjustment” component of “Accumulated other 
comprehensive loss.” Gains and losses arising from the impact of foreign currency exchange rate fluctuations on 
transactions in foreign currency are included in “General and administrative.” 


Income Taxes 


The Company accounts for income taxes under the asset and liability method. A deferred tax asset or liability is 
recognized whenever there are (1) future tax effects from temporary differences between the financial statement 
carrying amounts of existing assets and liabilities and their respective tax bases and (2) operating loss, capital loss and 
tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to 
the years in which those differences are expected to be recovered or settled. 
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Deferred tax assets are recognized to the extent the Company believes these assets will more likely than not be 
realized. In evaluating the realizability of deferred tax assets, the Company considers all available positive and negative 
evidence, including the interaction and the timing of future reversals of existing temporary differences, projected 
future taxable income, recent operating results and tax-planning strategies. When considered necessary, a valuation 
allowance is recorded to reduce the carrying amount of the deferred tax assets to their anticipated realizable value. 


The Company records uncertain tax positions on the basis of a two-step process whereby we first determine if it 
is more likely than not that a tax position will be sustained upon examination, including resolution of any related 
appeals or litigation processes, based on the technical merits of the position. A tax position that meets the more-likely- 
than-not recognition threshold is then measured for purposes of financial statement recognition as the largest amount 
of benefit that is greater than 50% likely of being realized upon being effectively settled. 


Interest accrued for uncertain tax positions is charged to “Interest expense.” Penalties accrued for uncertain tax 
positions are charged to “General and administrative.” 


Restaurant Dispositions 


In connection with the sale of Company-operated restaurants to franchisees, the Company typically enters into 
several agreements, in addition to an asset purchase agreement, with franchisees including franchise, development, 
relationship and lease agreements. See “Franchised Restaurants” in Item 1 herein, for further information regarding 
these agreements. The Company typically sells restaurants’ cash, inventory and equipment and retains ownership or 
the leasehold interest to the real estate to lease and/or sublease to the franchisee. The Company has determined that 
its restaurant dispositions usually represent multiple-element arrangements, and as such, the cash consideration 
received is allocated to the separate elements based on their relative selling price. Cash consideration generally includes 
up-front consideration for the sale of the restaurants, technical assistance fees and development fees and future cash 
consideration for royalties and lease payments. The Company considers the future lease payments in allocating the 
initial cash consideration received. The Company obtains third-party evidence to estimate the relative selling price of 
the stated rent under the lease and/or sublease agreements which is primarily based upon comparable market rents. 
Based on the Company’s review of the third-party evidence, the Company records favorable or unfavorable lease 
assets/liabilities with a corresponding offset to the gain or loss on the sale of the restaurants. The cash consideration 
per restaurant for technical assistance fees and development fees is consistent with the amounts stated in the related 
franchise agreements which are charged for separate standalone arrangements. Therefore, the Company recognizes the 
technical assistance and development fees when earned. Future royalty income is also recognized in revenue as earned. 
See “Revenue Recognition” below for further information. 


Revenue Recognition 


“Sales” includes revenues recognized upon delivery of food to the customer at Company-operated restaurants. 
“Sales” excludes taxes collected from the Company’s customers. 


“Franchise royalty revenue and fees” includes royalties and franchise fees. Royalties from franchised restaurants 
are based on a percentage of net sales of the franchised restaurant and are recognized as earned. Initial franchise fees 
and development fees are recorded as deferred income when received and are recognized as revenue when a franchised 
restaurant is opened as all material services and conditions related to the franchise fee have been substantially 
performed upon the restaurant opening. Initial franchise fees received in connection with sales of Company-operated 
restaurants to franchisees and facilitating franchisee-to-franchisee restaurant transfers as well as renewal franchise fees 
are recognized as revenue when the license agreements are signed and the fee is paid since there are no remaining 
material services and conditions related to the franchise fees. Franchise fee deposits are forfeited and recognized as 
revenue upon the termination of the related commitments to open new franchised restaurants. 
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“Franchise rental income” includes rental income from properties owned and leased by the Company and 
leased or subleased to franchisees. Rental income is recognized on a straight-line basis over the respective operating 
lease terms. Favorable and unfavorable lease amounts related to the leased and/or subleased properties are amortized 
to rental income on a straight-line basis over the remaining term of the leases. See “Leases” below for further 
information on rental income and favorable and unfavorable lease amounts. 


Cost of Sales 


Cost of sales includes food and paper, restaurant labor and occupancy, advertising and other operating costs. 
Cost of sales excludes depreciation and amortization expense. 


Vendor Incentives 


The Company receives incentives from certain vendors. These incentives are recognized as earned and are 
classified as a reduction of “Cost of sales.” 


Advertising Costs 


The Company incurs various advertising costs, including contributions to certain advertising cooperatives based 
upon a percentage of net sales by Company-operated restaurants. All advertising costs are expensed as incurred, with 
the exception of media development costs that are expensed beginning in the month that the advertisement is first 
communicated, and are included in “Cost of sales.” 


Franchise Support and Other Costs 


The Company incurs costs to provide direct support services to our franchisees, as well as certain other direct 
and incremental costs to the Company’s franchise operations. These costs primarily relate to franchise development 
services, system meetings, the provision for doubtful accounts and internal costs associated with our system 
optimization initiative, which are charged to “General and administrative,” and customer care and help desk support 
services, which are charged to “Other operating income, net,” as incurred. 


Self-Insurance 


The Company is self-insured for most workers’ compensation losses and health care claims and purchases 
insurance for general liability and automotive liability losses, all subject to a $500 per occurrence retention or 
deductible limit. The Company provides for their estimated cost to settle both known claims and claims incurred but 
not yet reported. Liabilities associated with these claims are estimated, in part, by considering the frequency and 
severity of historical claims, both specific to us, as well as industry-wide loss experience and other actuarial 
assumptions. We determine our insurance obligations with the assistance of actuarial firms. Since there are many 
estimates and assumptions involved in recording insurance liabilities and in the case of workers’ compensation a 
significant period of time elapses before the ultimate resolution of claims, differences between actual future events and 
prior estimates and assumptions could result in adjustments to these liabilities. 


Leases 


The Company operates restaurants that are located on sites owned by us and sites leased by us from third 
parties. In addition, the Company owns and leases sites from third parties, which it leases and/or subleases to 
franchisees. At inception, each lease or sublease is evaluated to determine whether the lease will be accounted for as an 
operating or capital lease, including the determination of direct financing leases based on its terms. Capital lease assets 
and related obligations are recorded at the lower of the present value of future minimum lease payments or fair market 
value at lease inception. When determining the lease term, we include option periods for which failure to renew the 
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lease imposes a significant economic detriment. For properties used for Company-operated restaurants, the primary 
economic detriment relates to the existence of unamortized leasehold improvements which might be impaired if we 
choose not to exercise the available renewal options. The lease term for properties leased or subleased to franchisees, is 
determined based upon the economic detriment to the franchisee and includes consideration of the length of the 
franchise agreement, historical performance of the restaurant and the existence of bargain renewal options. 


For operating leases, minimum lease payments or receipts, including minimum scheduled rent increases, are 
recognized as rent expense or income, as applicable, on a straight line basis (“Straight-Line Rent”) over the applicable 
lease terms. Lease terms are generally initially between 15 and 20 years and, in most cases, provide for rent escalations 
and renewal options. The term used for Straight-Line Rent is calculated initially from the date of possession of the 
leased premises through the expected lease termination date. We recognize rent expense or income, as applicable, from 
the possession date to the restaurant opening date. There is a period under certain lease agreements referred to as a 
rent holiday (“Rent Holiday”) that generally begins on the possession date and ends on the rent commencement date. 
During a Rent Holiday, no cash rent payments are typically due under the terms of the lease; however, expense or 
income, as applicable, is recorded for that period on a straight-line basis. 


For leases that contain rent escalations, we record the rent payable or receivable, as applicable, during the lease 
term, as determined above, on the straight-line basis over the term of the lease (including the Rent Holiday beginning 
upon possession of the premises), and record the excess of the Straight-Line Rent over the minimum rents paid or 
received as a deferred lease liability or asset which is included in “Other liabilities” or “Other assets,” as applicable. 
Certain leases contain provisions, referred to as contingent rent (“Contingent Rent”), that require additional rental 
payments based upon restaurant sales volume. Contingent Rent is recognized each period as the liability is incurred or 
the asset is earned. 


For direct financing leases, the Company records its investment in properties leased to franchisees on a net 
basis, which is comprised of its gross investment less unearned income. The current and long-term portions of our net 
investment in direct financing leases are included in “Accounts and notes receivable, net” and “Other assets,” 
respectively. Unearned income is recognized as interest income over the lease term and is included in “Interest 
expense.” 


Favorable and unfavorable lease amounts are recorded as components of “Other intangible assets” and “Other 
liabilities,” respectively. Favorable and unfavorable lease amounts are amortized on a straight-line basis over the term 
of the leases. When the expected term of a lease is determined to be shorter than the original amortization period, the 
favorable or unfavorable lease balance associated with the lease is adjusted to reflect the revised lease term. 


Rental expense, rental income and favorable and unfavorable lease amortization is recognized in the 
consolidated statements of operations based on the nature of the underlying lease. Amounts related to leases for 
Company-operated restaurants are recorded to “Cost of sales.” Rental expense, including any related amortization, for 
leased properties that are subsequently subleased to franchisees is recorded to “Franchise rental expense.” Rental 
income, including any related amortization, for properties leased or subleased to franchisees is recorded to “Franchise 
rental income.” Amounts related to leases for corporate offices and equipment are recorded to “General and 
administrative.” 


Management makes certain estimates and assumptions regarding each new lease and sublease agreement, 
renewal and amendment, including, but not limited to, property values, market rents, property lives, discount rates 
and probable term, all of which can impact (1) the classification and accounting for a lease or sublease as operating or 
capital, including direct financing, (2) the Rent Holiday and escalations in payment that are taken into consideration 
when calculating Straight-Line Rent, (3) the term over which leasehold improvements for each restaurant are 
amortized and (4) the values and lives of favorable and unfavorable leases. The amount of depreciation and 
amortization, interest and rent expense and income reported would vary if different estimates and assumptions were 
used. 
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Concentration of Risk 


Wendy’s had no customers which accounted for 10% or more of consolidated revenues in 2016, 2015 or 2014. 
As of January 1, 2017, Wendy’s had one main in-line distributor of food, packaging and beverage products, excluding 
produce and breads, that serviced approximately 49% of its Company-operated and franchised restaurants and four 
additional in-line distributors that, in the aggregate, serviced approximately 47% of its Company-operated and 
franchised restaurants. We believe that our vulnerability to risk concentrations related to significant vendors and 
sources of its raw materials is mitigated as we believe that there are other vendors who would be able to service our 
requirements. However, if a disruption of service from any of our main in-line distributors was to occur, we could 
experience short-term increases in our costs while distribution channels were adjusted. 


Wendy’s restaurants are principally located throughout the U.S. and to a lesser extent, in 30 foreign countries 
and U.S. territories with the largest number in Canada. Wendy’s restaurants are located in 50 states and the District 
of Columbia, with the largest number in Florida, Texas, Ohio, Georgia, California, Pennsylvania, Michigan and 
North Carolina. Because our restaurant operations are generally located throughout the U.S. and to a much lesser 
extent, Canada and other foreign countries and U. S. territories, we believe the risk of geographic concentration is not 
significant. We could be adversely affected by changing consumer preferences resulting from concerns over nutritional 
or safety aspects of beef, poultry, french fries or other products we sell or the effects of food safety events or disease 
outbreaks. Our exposure to foreign exchange risk is primarily related to fluctuations in the Canadian dollar relative to 
the U.S. dollar for our Canadian operations. However, our exposure to Canadian dollar foreign currency risk is 
mitigated by the fact that less than 10% of Wendy’s restaurants are in Canada. 


The Company is subject to credit risk through its accounts receivable consisting primarily of amounts due from 
franchisees for royalties, franchise fees and rent. In addition, we have notes receivable from certain of our franchisees. 
The financial condition of these franchisees is largely dependent upon the underlying business trends of the Wendy’s 
brand and market conditions within the quick-service restaurant industry. This concentration of credit risk is 
mitigated, in part, by the number of franchisees and the short-term nature of the franchise receivables. 


New Accounting Standards Adopted 


In September 2015, the Financial Accounting Standards Board (“FASB”) issued an amendment that requires an 
acquirer to recognize adjustments to provisional amounts during the measurement period, in the period such 
adjustments are identified, rather than retrospectively adjusting previously reported amounts. The Company adopted 
this amendment, prospectively, during the first quarter of 2016. The adoption of this guidance did not impact our 
consolidated financial statements. 


In April 2015, the FASB issued an amendment that clarifies the accounting for fees paid in a cloud computing 
arrangement. The amendment provides guidance to customers about whether a cloud computing arrangement 
includes a software license. The Company adopted this amendment, prospectively, during the first quarter of 2016. 
The adoption of this guidance did not materially impact our consolidated financial statements. 


In February 2015, the FASB issued an amendment that revises the consolidation requirements and significantly 
changes the consolidation analysis required under current guidance. The Company adopted this amendment during 
the first quarter of 2016. The adoption of this guidance did not impact our consolidated financial statements. 


In June 2014, the FASB issued an amendment to clarify that a performance target that affects vesting and that 
could be achieved after the requisite service period should be treated as a performance condition and therefore should 
not be reflected in estimating the grant-date fair value of the award. The Company adopted this amendment during 
the first quarter of 2016. The adoption of this guidance did not impact our consolidated financial statements. 


New Accounting Standards 


In January 2017, the FASB issued an amendment that simplifies the accounting for goodwill impairment by 
eliminating step two from the goodwill impairment test. The Company does not expect the amendment, which 
requires prospective adoption and is effective commencing with our 2020 fiscal year, to have a material impact on our 
consolidated financial statements. 
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In January 2017, the FASB issued an amendment that clarifies the definition of a business in determining 
whether to account for a transaction as an asset acquisition or a business combination. The Company does not expect 
the amendment, which is effective commencing with our 2018 fiscal year, to have a material impact on our 
consolidated financial statements. 


In November 2016, the FASB issued an amendment that clarifies guidance for proper classification and 
presentation of restricted cash in the statement of cash flows. The amendment requires retrospective adoption for all 
periods presented in the statement of cash flows and is effective commencing with our 2018 fiscal year and requires 
enhanced disclosures. We are currently evaluating the impact of the adoption of this guidance on our consolidated 
financial statements. 


In August 2016, the FASB issued an amendment that provides guidance for proper classification of certain cash 
receipts and payments in the statement of cash flows. The amendment requires retrospective adoption for all periods 
presented in the statement of cash flows and is effective commencing with our 2018 fiscal year. We are currently 
evaluating the impact of the adoption of this guidance on our consolidated financial statements. 


In June 2016, the FASB issued an amendment that will require the Company to determine impairment of 
financial instruments based on expected losses rather than incurred losses. The transition method varies with the type 
of instrument; however, most debt instruments will be transitioned using a modified retrospective approach. The 
amendment is effective commencing with our 2020 fiscal year. We are currently evaluating the impact of the 
adoption of this guidance on our consolidated financial statements. 


In March 2016, the FASB issued an amendment that modifies several aspects of the accounting for employee 
share-based payment transactions, including the accounting for income taxes, forfeitures and statutory withholding 
requirements, as well as statement of cash flows presentation. The transition requirement is generally modified 
retrospective, with the exception of recognition of excess tax benefits and tax deficiencies that requires prospective 
adoption. The amendment is effective commencing with our 2017 fiscal year. During our 2016, 2015 and 2014 fiscal 
years, $3,257, $46,718 and $8,546, respectively, of excess tax benefits and tax deficiencies were recorded to additional 
paid-in capital that would have been recorded as a reduction to the provision for income taxes (or as an increase to 
retained earnings as a cumulative adjustment to the extent the amounts represent unrecognized benefits of prior years) 
if this new guidance had been adopted as of the respective dates. The cash flows used in financing activities related to 
the excess tax benefits from share-based compensation arrangements, which amounted to $3,082, $49,613 and 
$9,363 during our 2016, 2015 and 2014 fiscal years, respectively, will be reclassified retrospectively to cash flows 
provided by operating activities. Additionally, during our 2016, 2015 and 2014 fiscal years, $8,354, $19,209 and 
$8,680, respectively, was paid to taxing authorities for withheld shares on share-based compensation arrangement 
activities, which will be reclassified retrospectively from cash flows provided by operating activities to cash flows used 
in financing activities. Upon adoption of the amendment, the Company will recognize the remaining $1,880 
unrecognized tax benefit for deductions in excess of cumulative compensation costs relating to the exercise of stock 
options and vesting of restricted stock. This tax benefit will be recognized in the first quarter of 2017 as a reduction to 
the Company’s deferred tax liability with an equal offsetting increase to “Accumulated deficit.” The Company will 
continue to estimate forfeitures each period. 


In March 2016, the FASB issued an amendment that clarifies the steps for assessing triggering events of 
embedded contingent put and call options within debt instruments. The Company does not expect the amendment, 
which is effective commencing with our 2017 fiscal year, to have a material impact on our consolidated financial 
statements. 


In March 2016, the FASB issued an amendment related to equity method accounting, which eliminates the 
requirement to retrospectively apply the equity method to an investment that subsequently qualifies for such 
accounting as a result of an increase in level of ownership interest or degree of influence. The Company does not 
expect the amendment, which is effective commencing with our 2017 fiscal year, to have a material impact on our 
consolidated financial statements. 
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In March 2016, the FASB issued an amendment that provides guidance on extinguishing financial liabilities for 
certain prepaid stored-value products. The Company does not expect the amendment, which is effective commencing 
with our 2018 fiscal year, to have a material impact on the restricted assets and liabilities related to the Company’s 
national advertising fund. 


In February 2016, the FASB issued new guidance on leases, which outlines principles for the recognition, 
measurement, presentation and disclosure of leases applicable to both lessors and lessees. The new guidance requires 
lessees to recognize on the balance sheet the assets and liabilities for the rights and obligations created by finance and 
operating leases with lease terms of more than 12 months. The amendment requires the recognition and measurement 
of leases at the beginning of the earliest period presented using a modified retrospective approach. We are currently 
evaluating the impact of the adoption of this guidance on our consolidated financial statements and plan to reflect 
adoption when effective in the first quarter of our 2019 fiscal year. As shown in Note 20, there are $1,258,065 in 
future minimum rental payments for operating leases that are not currently on our balance sheet; therefore, we expect 
this will have a material impact on our balance sheet and related disclosures. 


In January 2016, the FASB issued an amendment that revises the accounting related to the classification and 
measurement of investments in equity securities and the presentation of certain fair value changes for financial 
liabilities measured at fair value. The amendment is effective commencing with our 2018 fiscal year and requires 
enhanced disclosures. We are currently evaluating the impact of the adoption of this standard on our consolidated 
financial statements. 


In July 2015, the FASB issued an amendment that requires entities to measure inventory at the lower of cost 
and net realizable value, rather than the lower of cost or market, with market value represented by replacement cost, 
net realizable value or net realizable value less a normal profit margin. The Company does not expect the amendment, 
which is effective commencing with our 2017 fiscal year, to have a material impact on our consolidated financial 
statements. 


In May 2014, the FASB issued amended guidance for revenue recognition. Subsequently, the FASB issued an 
amendment to defer for one year the effective date of the new guidance on revenue recognition, as well as issued 
additional clarifying amendments. The new guidance outlines a single comprehensive model for entities to use in 
accounting for revenue arising from contracts with customers. The core principle of the guidance is that an entity 
should recognize revenue to depict the transfer of promised goods or services to customers in an amount that reflects 
the consideration to which the entity expects to be entitled in exchange for those goods and services. Additionally, the 
guidance requires improved disclosure to help users of financial statements better understand the nature, amount, 
timing, and uncertainty of revenue that is recognized. The new guidance supersedes most current revenue recognition 
guidance, including industry-specific guidance, and is now effective commencing with our 2018 fiscal year. The 
guidance allows for either a full retrospective or modified retrospective transition method. We are continuing to 
evaluate which transition method to use. This guidance will not impact our recognition of revenue from Company- 
operated restaurant sales or our recognition of continuing royalty revenues from franchisees, which are based on a 
percentage of franchise sales. We anticipate deferring the initial fees from franchisees over the life of the related 
franchise agreements and we expect to consolidate the operations and cash flow results of our national advertising 
funds, both of which will have a material impact on our consolidated financial statements. 


(2) System Optimization Gains, Net 


In July 2013, the Company announced a system optimization initiative, as part of its brand transformation, 
which includes a shift from Company-operated restaurants to franchised restaurants over time, through acquisitions 
and dispositions, as well as facilitating franchisee-to-franchisee restaurant transfers. In February 2015, the Company 
announced plans to sell approximately 540 additional restaurants to franchisees and reduce its ongoing Company- 
operated restaurant ownership to approximately 5% of the total system by the end of 2016. During 2015, 2014 and 
2013 the Company completed the sale of 327, 255 and 244 Company-operated restaurants to franchisees, 
respectively, which included the sale of all of its Company-operated restaurants in Canada. In addition, during 2015 
the Company facilitated the transfer of 71 restaurants between franchisees. 
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During 2016, the Company completed the sale of 310 Company-operated restaurants to franchisees and 
recognized net gains totaling $71,931 on the sale of Company-operated restaurants and other assets. In addition, the 
Company facilitated the transfer of 144 restaurants between franchisees during 2016. With the sale of 310 restaurants 
during 2016, the Company completed its plan to reduce its Company-operated restaurant ownership to 
approximately 5% as of January 1, 2017. Wendy’s will continue to optimize its system by facilitating franchisee-to- 
franchisee transfers of restaurants, as well as evaluating strategic acquisitions of franchised restaurants and strategic 
dispositions of Company-operated restaurants to existing and new franchisees, to further strengthen the franchisee 
base, drive new restaurant development and accelerate Image Activation adoption. 


Gains and losses recognized on dispositions are recorded to “System optimization gains, net” in our 
consolidated statements of operations. Costs related to our system optimization initiative are recorded to 
“Reorganization and realignment costs,” and include severance and employee related costs, professional fees and other 
associated costs, which are further described in Note 4. 


The following is a summary of the disposition activity recorded as a result of our system optimization initiative: 


Year Ended 
2016 2015 2014 (a) 
Number of restaurants sold to franchisees............0000005 310 327 237 
Proceeds from sales of restaurants ...... 00000 e cece eee ees $ 251,446 $193,860 $128,292 
Net assets sold (b) 2... 2... cece eee eens (115,052) (86,493) (53,043) 
Goodwill related to sales of restaurants (c) 1.0... 0... c eee eee (41,561) (29,970) (18,032) 
Net (unfavorable) favorable leases (d) ..... 0.0.0.0. ee eee (24,592) (846) 34,335 
Other (e) tcc tead ania dasa deeded decd dodh ae daniee dies (3,103) (5,499) (5,692) 
67,138 71,052 85,860 
Post-closing adjustments on sales of restaurants (f) ............ (1,411) 1,285 (1,280) 
Gain on sales of restaurants, net ........ 0.0.0 cece eee 65,727 72,337 84,580 
Gain on sales of other assets, net (g) ........... 00. 6,204 1,672 5,089 
System optimization gains, net ..............0000- $ 71,931 $ 74,009 $ 89,669 


(a) In addition, during 2014 Wendy’s acquired and immediately sold 18 restaurants to a franchisee for cash 
proceeds of $15,779 and recognized a gain on sale of $1,841. No goodwill was recognized on this acquisition 
and as a result no goodwill was allocated to the sale. See Note 3 for further details. 


(b) Net assets sold consisted primarily of equipment. 


(c) Goodwill disposed of as a result of the sale of Company-operated restaurants during 2016 included goodwill of 
$11,429 that had been reclassified to assets held for sale during 2015. Goodwill disposed of during 2015 
included goodwill of $8,457 that had been reclassified to assets held for sale during 2014. See Note 9 for further 


information. 


(d) During 2016, 2015 and 2014, the Company recorded favorable lease assets of $7,612, $34,437 and $63,120, 
respectively, and unfavorable lease liabilities of $32,204, $35,283 and $28,785, respectively, as a result of leasing 
and/or subleasing land, buildings, and/or leasehold improvements to franchisees, in connection with sales of 
restaurants. 


(ce) 2015 includes a deferred gain of $4,568 on the sale of 17 restaurants to franchisees during 2015 as a result of 
certain contingencies related to the extension of lease terms. 2014 includes a deferred gain of $1,995 (C$2,300) 
on the sale of eight Canadian restaurants to a franchisee as a result of Wendy’s providing a guarantee to a lender 
on behalf of the franchisee. See Note 21 for further information on the guarantee. 


(f) 2015 includes the recognition of a gain on sale of $4,492 related to the repayment of notes receivable from 
franchisees in connection with sales of restaurants in 2014. 
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(g) During 2016, 2015 and 2014, Wendy’s received cash proceeds of $10,727, $10,478 and $17,263, respectively, 


primarily from the sale of surplus properties as well as from the sale of a Company-operated aircraft during 2014. 


Assets Held for Sale 
January 1, January 3, 
2072016 
Number of restaurants classified as held for sale... 20... ec ees — 99 
Net restaurant assets held for sale (a)... 0... ccc cc eee eee eens $ — $50,262 
Otherassets held forsale: (a). cc40cs hace te ek Gow edaut Lartegawshaa as $4,800 $ 7,124 
(a) As of January 3, 2016, net restaurant assets held for sale included Company-operated restaurants and consisted 


primarily of cash, inventory, equipment and an estimate of allocable goodwill. Other assets held for sale 
primarily consist of surplus properties. Assets held for sale are included in “Prepaid expenses and other current 
assets.” 


(3) Acquisitions 


The table below presents the allocation of the total purchase price to the fair value of assets acquired and 


liabilities assumed for restaurants acquired from franchisees: 


(a) 


(b) 


Year Ended 
mie ams 
Restaurants acquired from franchisees ............. 00 cee eee 2 4 27 
Total consideration paid, net of cash received ...... 00.0.0... eee eee $2,209 $1,232 $27,630 
Identifiable assets acquired and liabilities assumed: 

PROPEHHES: 4.6 seus w ces aiete sa eee ads bekie wees ee 2,218 1,303 9,498 

Acquired franchise rights 2.2.2.0... 0.0... cece eee eee eee — 760 6,650 

Other assets: Kiseseit ck a deieats fie Baek eeaeted Gi oac ithaca tee 9 — 941 

Capital leases obligations 1.1.2... 00.0... cece eee ee eee — (438) — 
Unfavorable leases 2... ee cee = (440) = 
Other liabilities 05.400 sakes vada ged pees sales dames (18) (80) (565) 

Total identifiable net assets... 2.0.0... cece eee eee 2,209 1,105 16,524 

— 127 11,106 

Gain on acquisition of restaurants (a) 6.6... . 2 eee eee eee — — 349 
Post-closing adjustments (b) .. 2.0... eee eee eee — (1,535) — 
GOO WIN? osc. 8 weak atte etd 8 cane knee theme eens $ —  $(1,408) $11,455 


The fair value of the assets acquired in connection with the acquisition of three franchised restaurants during 
2014 exceeded the total consideration resulting in a gain, which was included in “Other operating income, net.” 


Post-closing adjustments in 2015 primarily represent an adjustment to the fair value of franchise rights acquired 
in connection with the acquisition of franchised restaurants during 2014. 


During the fourth quarter of 2014, Wendy’s also acquired 18 restaurants for total net cash consideration of 


$26,324, which were immediately sold to a franchisee. As a result, no intangible assets or goodwill were recognized on 
this acquisition. The Company retained the land, building and leasehold improvements of $10,359, which have been 
leased to the franchisee. 
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(4) Reorganization and Realignment Costs 


The following is a summary of the initiatives included in “Reorganization and realignment costs:” 


Year Ended 
mie ISN 
GOcA realignment ois.5 sed sua duwinns gb dees sben les valde t pcpdeiena doa a geal $ 692 $10,342 $12,926 
System optimization imitiative 2.6... ee eee ee eee eee 9,391 11,568 18,977 
Reorganization and realignment costs .............000 0000. $10,083 $21,910 $31,903 


General and Administrative (“G&A”) Realignment 


In November 2014, the Company initiated a plan to reduce its general and administrative expenses. The plan 
included a realignment and reinvestment of resources to focus primarily on accelerated restaurant development and 
consumer-facing restaurant technology to drive long-term growth. The Company achieved the majority of the 
expense reductions through the realignment of its U.S. field operations and savings at its Restaurant Support Center 
in Dublin, Ohio, which was substantially completed by the end of the second quarter of 2015. The Company 
recognized costs totaling $692 during 2016 and $23,960 in aggregate since inception. No additional costs are 
expected to be incurred under the G&A realignment plan. 


The following is a summary of the activity recorded as a result of our G&A realignment plan: 


Year Ended I Total : 

ae ee See ncurred Since 
2016 2015 2014 Inception 
Severance and related employee costs (a) ............. $(344) $ 3,011 $11,917 $14,584 
Recruitment and relocation costs ..........0.00000s 992 1,658 209 2,859 
Oper i s5 ae ie eterna aes peed Pare 44 49 88 181 
692 4,718 12,214 17,624 
Share-based compensation (b) ............00 0000005 — 5,624 712 6,336 
Total G&A realignment ............00 000000. $692 $10,342 $12,926 $23,960 


(a) 2016 includes a reversal of an accrual of $387 as a result of a change in estimate. 
(b) Represents incremental share-based compensation resulting from the modification of stock options and 


performance-based awards in connection with the termination of employees under our G&A realignment plan. 


The tables below present a rollforward of our accruals for our G&A realignment plan, which are included in 
“Accrued expenses and other current liabilities” and “Other liabilities.” 


Balance Balance 
January 3, January 1, 
i es oe 
Severance and related employee costs .............. $ 3,431 $ (344) $ (2,855) $ 232 
Recruitment and relocation costs ............0000 144 992 (1,136) — 
Other saci te ae ee Coes Gai eee = 44 (44) — 


$ 3,575 $ 692 $ (4,035) $ 232 


Balance Balance 
December 28, January 3, 
— ee See eee, 
Severance and related employee costs .............. $11,609 $3,011 $(11,189) $3,431 
Recruitment and relocation costs .........0000e0es 149 1,658 (1,663) 144 
thet sist seek ane oho cach tax ees. Sp oe 5 49 (54) = 


$11,763 $4,718  $(12,906) $3,575 
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System Optimization Initiative 


The Company has recognized costs related to its system optimization initiative, which includes a shift from 
Company-operated restaurants to franchised restaurants over time, through acquisitions and dispositions, as well as 
facilitating franchisee-to-franchisee restaurant transfers. The Company expects to incur additional costs, primarily 
comprised of professional fees, of approximately $1,300 during 2017 in connection with an in-process transaction as 
of January 1, 2017. Costs incurred during 2017 related to facilitating franchisee-to-franchisee transfers of restaurants 


will be recorded to “Other operating income, net.” 


The following is a summary of the costs recorded as a result of our system optimization initiative: 


Severance and related employee costs .............. 
Professiotial fees 2's. 4nusa pas see eee ween see 


CECE ee os she ete ct ee, Mae na 


Accelerated depreciation and amortization (a) ........ 
Share-based compensation (b) ................0005 


Total system optimization initiative ........... 


Year Ended ae Incurred 
ince 

2016 2015 2014 Inception 
$ 82 $ 894 $ 7,608 $18,234 
7,437 3,360 3,424 16,610 
272 930 3,678 5,743 
7,791 5,184 14,710 40,587 
1,600 6,384 507 25,398 
— a 3,760 5,013 
$9,391 $11,568 $18,977 $70,998 


(a) Primarily includes accelerated amortization of previously acquired franchise rights related to Company-operated 
restaurants in territories that have been sold in connection with our system optimization initiative. 


(b) Represents incremental share-based compensation resulting from the modification of stock options and 


performance-based awards in connection with the termination of employees under our system optimization 


initiative. 


The tables below present a rollforward of our accrual for our system optimization initiative, which is included 


in “Accrued expenses and other current liabilities.” 


Severance and related employee costs ............... 
Professional fees*.2 o5 hi Gai dhec Bae bbe anced See x 


CVE sre states ere teste ecen eee eee at eee 


Severance and related employee costs ............... 
Professional 1665: 5-4: s.aie wares werent ade dea eek 


OES R hata ena teri de, chenaet ate saeagane ae eaten 7 ant Santas ata 2 aad 


Balance Balance 
January 3, January 1, 
2016 Charges Payments 2017 
$ 77 $ 82 $ (159) $— 

708 7,437 (8,044) 101 

90 272 (362) — 

$ 875 $7,791  $(8,565) $101 
Balance Balance 

December 28, January 3, 
2014 Charges Payments 201 

$2,235 $ 894  $(3,052) $ 77 
146 3,360 (2,798) 708 

423 930 (1,263) 90 
$2,804 $5,184  $(7,113) $875 
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(5) Income Per Share 


Basic income per share for 2016, 2015 and 2014 was computed by dividing income amounts by the weighted 
average number of common shares outstanding. Income amounts used to calculate basic and diluted income per share 
were as follows: 


Year Ended 
mies 
Income from continuing operations .......... 0.00000 $129,624 $139,979 $116,424 
Net income from discontinued operations ..............0000. — 21,163 5,010 
Net income 2... 0... cece cece ence teen ees $129,624 $161,142 $121,434 


The weighted average number of shares used to calculate basic and diluted income per share were as follows: 


Year Ended 
2016 2015 2014 
Common stock: 
Weighted average basic shares outstanding ................. 262,209 323,018 370,160 
Dilutive effect of stock options and restricted shares .......... 4,503 5,707 6,022 
Weighted average diluted shares outstanding ................ 266,712 328,725 376,182 


Diluted income per share was computed by dividing income by the weighted average number of basic shares 
outstanding plus the potential common share effect of dilutive stock options and restricted shares. We excluded 
potential common shares of 1,558, 2,323 and 4,946 for 2016, 2015 and 2014, respectively, from our diluted income 
per share calculation as they would have had anti-dilutive effects. 


(6) Cash and Receivables 


Year End 
January 1, January 3, 
2017 2016 
Cash and cash equivalents 
(CASEY seek at dee He ech wares antenna aah trav Mla datx Gotrn aeaedad eutte Meseatee tees Gandes $192,905 $281,877 
ashe quivalents’ iain. isseresesa leie qnaes shee seectosyal dace P esaandieimea yada aif marie 5,335 45,339 
$198,240 $327,216 
Restricted cash 
Current 
Accounts held by trustee for the securitized financing facility ........... $ 29,096 $ 29,327 
Accounts held by trustee for reinvestment in capital assets ............. 22,014 — 
Collateral supporting letters of credit... 1... 2. eee eee 6,165 13,210 
Trust for termination costs for former Wendy’s executives ............. 168 168 
OUGE icbap a etioeaiun bende Sea adeapaediaateun eben teens hes 169 164 


$ 57,612 $ 42,869 


Non-current (a) 
Trust for termination costs for former Wendy’s executives ............. $ 738 $ 1,191 


(a) Included in “Other assets.” 
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Year End 
January 1, January 3, 
ay 2016 
Accounts and Notes Receivable, Net 
Current 
Accounts receivable: 
Pra niGhi Ses: cic viscera habe and- 05k a Sse eo dede a lad saa ated Goatinediesiriaendes $ 74,134 $ 71,158 
Other (A)Y 25. c evans cca teisin bw lace seit bcos agente bb adahap atin) eae a 25,732 34,828 
99,866 105,986 
Notes receivable from franchisees (b) (Cc)... 0... ec eee 2,989 2,356 
102,855 108,342 
Allowance for doubtful accounts ..... 0.0... c eee cee eee (4,030) (3,488) 


$ 98,825 $104,854 


Non-Current (d) 
Notes receivable from franchisees (b) .. 0.0.0.0. cece eee eens $ 9,290 $ 5,158 
Allowance for doubtful accounts ...... 0... ce cece cece eee nee (26) (257) 


$ 9,264 $ 4,901 


(a) Includes income tax refund receivables of $18,111 and $23,508 as of January 1, 2017 and January 3, 2016, 
respectively. 


(b) Non-current notes receivable include a note receivable from the Brazil JV of $6,810 and $1,700 as of January 1, 
2017 and January 3, 2016, respectively. See Note 7 for further information. 


Non-current notes receivable also include a note receivable from a franchisee in Indonesia of $2,454 as of 
January 1, 2017. 


2015 includes notes receivable from franchisees received in connection with the sale of Company-operated 
restaurants during 2014, of which $83 was included in current notes receivable and $331 was included in non- 
current notes receivable. During 2016, the notes receivable were paid in full. See Note 2 for further information. 


2015 also includes a note receivable from a franchisee in connection with the termination of our investment in a 
joint venture in Japan, of which $701 was included in current notes receivable and $2,212 was included in non- 
current notes receivable. During 2016, the note receivable was paid in full. 


(c) Includes the current portion of direct financing lease receivables of $101 and $25 as of January 1, 2017 and 
January 3, 2016, respectively. See Note 20 for further information. 


(d) Included in “Other assets.” 
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The following is an analysis of the allowance for doubtful accounts: 


Year Ended 
mig ——« 
Balance at beginning of year: 

CCUUEPOM Ecc sche cict cases eee: ea dunttaed dye seaatee toes eeeet anasateuestauduccioseat yeasts $3,488 $2,343 $3,310 

NOf=CUTTERe -2.)htcu decked cowiens ek eae oes eee aes 4 257 246 256 
Provision for doubtful accounts: 

Franchisees:and other ...)0..04-d00¢000sa0eni Goes edaneeeeae 390 979 (925) 
Uncollectible accounts written off, net of recoveries. ........0.0 0. eee (79) 177 (52) 
Balance at end of year: 

Cureit 2c .4krteerwie ede bie ca eae eeaee dawn eaneee hes 4,030 3,488 2,343 

NOn-Curtent® cicada peescdea yeep igicee ad Sead das eee eee ee 26 257 246 

Total veh acak oO sede toda bh and Gan De ee PA TAGS we as $4,056 $3,745 $2,589 

(7) Investments 
The following is a summary of the carrying value of our investments: 
Year End 
January 1, January 3, 
2017” “016 
Equity investments: 5 issn p diy cee kG pgiodaoaae da eb A Alb Cade dee nteuatoas $54,545 $55,541 
Gost investments: 4 4.436S4 ew eres hieeegatbeeeddiadedas 2,436 2,828 


$56,981 $58,369 


Equity Investments 


Wendy’s has a 50% share in the TimWen joint venture and a 20% share in the Brazil JV, both of which are 
accounted for using the equity method of accounting, under which our results of operations include our share of the 
income (loss) of the investees in “Other operating income, net.” 


A wholly-owned subsidiary of Wendy’s entered into the Brazil JV during the second quarter of 2015 for the 
operation of Wendy’s restaurants in Brazil. Wendy’s, Starbord International Holdings B.V. and Infinity Holding E 
Participagdes Ltda. contributed $1, $2 and $2, respectively, each receiving proportionate equity interests of 20%, 
40% and 40%, respectively. The Company did not receive any distributions and our share of the Brazil JV’s net losses 
was $271 and $88 during 2016 and 2015, respectively. The wholly-owned subsidiary of Wendy’s also agreed to lend 
the Brazil JV an aggregate amount up to, but not to exceed, $8,000. The loan is denominated in U.S. Dollars, which 
is also the functional currency of the subsidiary; therefore, there is no exposure to changes in foreign currency rates. 
During 2016 and 2015, the Company loaned the Brazil JV $5,110 and $1,700, respectively. The loan is due 
October 20, 2020 and bears interest at 6.5% per year. See Note 6 for further discussion. 


The carrying value of our investment in TimWen exceeded our interest in the underlying equity of the joint 
venture by $31,213 and $32,513 as of January 1, 2017 and January 3, 2016, respectively, primarily due to purchase 
price adjustments from the Wendy’s merger. 
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Presented below is activity related to our portion of TimWen and the Brazil JV included in our consolidated 


balance sheets and consolidated statements of operations as of and for the years ended January 1, 2017, January 3, 
2016 and December 28, 2014. 


Year Ended 
mis «OSS 
Balance at beginning of period... 0.0... eee eee ee eee teens $55,541 $69,790 $79,810 
Investment ..... 0.0.00 cece ete ee tee nets eeteneeues 172 108 — 
Equity in earnings for the period .... 0.0.0.0... cee eee eee eee 10,627 11,533 12,802 
Amortization of purchase price adjustments (a) .............0. (2,276) (2,328) (2,626) 
8,351 9,205 10,176 
Distributions received 2.0.0.0... ccc eee eee (11,426) (12,451) (13,896) 
Foreign currency translation adjustment included in “Other 
comprehensive income (loss), net” 1,907 (11,111) (6,300) 
Balance at end of period... 61... eee eee eee eee tees $54,545 $55,541 $69,790 


(a) Based upon an average original aggregate life of 21 years. 


Indirect Investment in Arby’s 


In connection with the sale of Arby’s, Wendy’s Restaurants obtained an 18.5% equity interest in ARG Holding 
Corporation (through which Wendy’s Restaurants indirectly retained an 18.5% interest in Arby’s), with a fair value of 
$19,000. See Note 12 for further information on the fair value of our indirect investment in Arby’s as of January 1, 
2017 and January 3, 2016. Our 18.5% equity interest as of January 1, 2017 has the potential to be diluted by stock 
options issued as incentives to Arby’s management. We account for our interest in Arby’s as a cost method 
investment. The carrying value of our investment was reduced to zero during 2013 in connection with the receipt of a 
dividend that was determined to be a return of our investment. During 2015, the Company received a dividend of 
$54,911 from our investment in Arby’s, which was recognized in “Investment income, net.” 


(8) Properties 


Year End 
January 1, January 3, 
2017 2016 
Owned: 
Land yi5 hi-paoeeeate seeded Heed Nato gd ead ees $ 381,305 $ 379,982 
Buildings and improvements ......... 0.00.0 c cece eee eee eens 504,730 508,186 
Office, restaurant and transportation equipment ................. 234,275 308,274 
Leaseholdimprovements . 0)... kissd e se gee ened nese dee ee 371,954 371,734 
Leased: 
Capitalileases: (A) sci tse asedia'sladi ie tiGie et palbak se biekie dd dado’ 115,541 65,873 
1,607,805 1,634,049 
Accumulated depreciation and amortization (b) ... 2.0.0.0... 00 000000 (415,466) (406,105) 


$1,192,339 $1,227,944 


(a) These assets principally include buildings and improvements. 


(b) Includes $13,705 and $9,827 of accumulated amortization related to capital leases at January 1, 2017 and 
January 3, 2016, respectively. 
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Depreciation and amortization expense related to properties was $92,286, $114,961 and $127,528 during 
2016, 2015 and 2014, respectively. Depreciation and amortization includes $2,598, $8,607 and $19,353 of 
accelerated depreciation and amortization during 2016, 2015 and 2014, respectively, on certain long-lived assets to 
reflect their use over shortened estimated useful lives in connection with the reimaging of restaurants under our Image 
Activation program. 


(9) Goodwill and Other Intangible Assets 
Goodwill activity for 2016 and 2015 was as follows: 


Year End 
January 1, January 3, 
a os 

Balance at beginning of year 6.1... eee eee eee $770,781 $822,562 
Saleof the Bakery: «+ .iiets teeters ele tan ded Senta decd weed aes — (12,067) 
Restaurant dispositions’ 2s: tect pete adieen ad be swaeegdangduuee ee inwe (30,132) (32,942) 
Restaurant acquisitions (a) .... 2... eee eee eee — (1,408) 
Currency translation adjustment and other, net .............00 00000. 761 (5,364) 

Balatice-aténd Of year s.cvre wnsiwe aca tian ia Saye domes told donc # artes ee Ade $741,410 $770,781 


(a) Restaurant acquisitions in 2015 primarily represents an adjustment to the fair value of franchise rights acquired 
in connection with the acquisition of franchised restaurants during 2014. See Note 3 for further information. 


Our annual goodwill impairment test was completed through a qualitative assessment performed in the fourth 
quarter of 2016, which indicated the fair value of goodwill of our Wendy’s North America restaurants was more likely 
than not greater than the carrying amount. 


The following is a summary of the components of other intangible assets and the related amortization expense: 


Year End 
January 1, 2017 January 3, 2016 
Accumulated Accumulated 
Cost Amortization Net Cost Amortization Net 

Indefinite-lived: 

Trademarks ............. $ 903,000 $ — $ 903,000 $ 903,000 $ — $ 903,000 
Definite-lived: 

Franchise agreements ..... 348,403 = (137,047) 211,356 347,970 —— (120,298) 227,672 

Favorable leases .......... 208,626 (57,440) 151,186 209,523 (50,750) 158,773 

Reacquired rights under 

franchise agreements .... 1,690 (1,536) 154 8,753 (6,503) 2,250 
Software ...........0005 123,613 (66,778) 56,835 97,590 (49,698) 47,892 


$1,585,332 $(262,801) $1,322,531 $1,566,836 $(227,249) $1,339,587 
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Aggregate amortization expense: 
Actual for fiscal year (a): 


DOA so ing Bee toncewrdtb cod steered Asin ou cecaeeety due aeeeah ie qian ae lala aves antares batten oeeedaendS $ 42,274 
QO Leases arses eoaaig ate nog rast ace ag eaevatra eee banaue sivas suai atree tee 54,686 
QOVO Sich ode ty badd tatu td ehodes pana e tae adedduad 48,824 
Estimate for fiscal year: 
LOI ice ces tescahee stole deal et tide stactet Sees rn cdi « Sudebec Meindcahh Ait eet acd cantata As $ 44,977 
DOVS se diaes coud scbepig een bg hare gs (ela Sg ic wa pS lapacdinata dep alaeaes eae eis gadh ed ougatienes 43,237 
2019 oi ditawe aa yeh bead adhe a Gane aa oe aaa 38,988 
DOQQ. seisa Ws paacepiard ieee hia Se POR eae pene oa Re Sa ASE hea Banden age eas 34,826 
2021 did hee hoed odor AOE hae ae eee Oe a a a 4 29,770 
BMG PCAN Ce tec aseas tei atincas sustinesadus tery acereterastois-dtanasatonacshe-tctstaa easesvead a s-ei ae useuangneesacs 227,733 


(a) Includes impairment charges on other intangible assets of $3,288, $3,656 and $3,610 during 2016, 2015 and 
2014, respectively. See Note 16 for more information on impairment of our long-lived assets. Also includes 
accelerated amortization on previously acquired franchise rights in territories that will be or have been sold as a 
part of our system optimization initiative of $1,600, $6,384 and $474 during 2016, 2015 and 2014, 
respectively. 


(10) Accrued Expenses and Other Current Liabilities 


Year End 
“January 1, January 3, 
2017 2016 
Accrued compensation and related benefits................. 0000 ee eee $ 47,214 $ 60,566 
ACErUEd taKES: esse sien duets Sod einai b Gee ice oad a ede ee ARS 21,571 19,925 
CSRs 3 ke, Ales feta horace dean ees hs ence SA ech Sach Sa aaeneen en A 33,249 43,913 


$ 102,034 $ 124,404 


(11) Long-Term Debt 


Long-term debt consisted of the following: 


Year End 
January 1, January 3, 
2017 2016 
Series 2015-1 Class A-2 Notes: (a) 
Series 2015-1 Class A-2-I Notes 2.0.0... 0c ccc eee eee $ 864,063 $ 872,813 
Series 2015-1 Class A-2-I] Notes .... 0.0.00 cece cece eee eee 888,750 897,750 
Series 2015-1 Class A-2-H]I Notes ....... 0.00 cece cece ee eee 493,750 498,750 
7% debentures, due in 2025 (b) . 0... ke cence eee 88,277 87,057 
Capital lease obligations, due through 2045 ........ 0.0... eee eee eee 211,714 109,173 
Unamortized debt issuance costs... 0... eee cece ee eee (34,272) (39,430) 
2,512,282 2,426,113 
Less amounts payable within one year. 1... 0... eee eee eee eee (24,652) (23,290) 
Total long-termdebt: 2. .0ancees evs cca ea odediu seh aauses $2,487,630 $2,402,823 
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Aggregate annual maturities of long-term debt, excluding the effect of purchase accounting adjustments, as of 


January 1, 2017 were as follows: 


(a) 
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Fiscal Year 

DOWD scticdrs, 2a tye ery hh Bere EG BS See i eee dae OEE $ 24,652 
DONG 5 seed rerecsreticnteundsase tenes dantcesa ava eaerave a tnanedenesaeourn tea eeb-ateae td ymsen ok ao eeteesece eae 25,318 
20ND ssid die pe RARE G4Sal4 Se ate Ae iw Hd eae eee hee ek 862,464 
DOD Once crates dresses ocaciaddeel snes saeusae cetae tates Wace ands iau piers as-is auakeesireceuueaanas abate tag a aprehevaiuceuadeee ete e set 16,482 
QOL cece te eat tected seg BO SAWS AR Oh gb OS BE Seah BE PE ea 18,079 
Were at tem ¢2525 ca: sd sade atacaver ack Susta na abies hd Sethars cave ge esace a eave Mea duaemacded bed eoalaa sedoaceut Mabe 1,611,282 


$2,558,277 


On June 1, 2015, Wendy’s Funding, LLC (“Wendy’s Funding” or the “Master Issuer”), a limited-purpose, 


bankruptcy-remote, wholly-owned indirect subsidiary of The Wendy's Company, entered into a base indenture 
and a related supplemental indenture (collectively, the “Indenture”) under which the Master Issuer may issue 
multiple series of notes. On the same date, the Master Issuer issued Series 2015-1 3.371% Fixed Rate Senior 
Secured Notes, Class A-2-I (the “Class A-2-I Notes”) with an initial principal amount of $875,000, Series 2015-1 
4.080% Fixed Rate Senior Secured Notes, Class A-2-II (the “Class A-2-II Notes”) with an initial principal amount 
of $900,000 and the Series 2015-1 4.497% Fixed Rate Senior Secured Notes, Class A-2-II, (the “Class A-2-II 
Notes”) with an initial principal amount of $500,000 (collectively, the “Series 2015-1 Class A-2 Notes”). In 
addition, the Master Issuer entered into a revolving financing facility of Series 2015-1 Variable Funding Senior 
Secured Notes, Class A-1 (the “Series 2015-1 Class A-1 Notes” and, together with the Series 2015-1 Class A-2 
Notes, the “Series 2015-1 Senior Notes”), which allows for the drawing of up to $150,000 under the Series 2015-1 
Class A-1 Notes, which include certain credit instruments, including a letter of credit facility. The Series 2015-1 
Class A-1 Notes were issued under the Indenture and allow for drawings on a revolving basis. During 2015, the 
Company borrowed and repaid $19,000 under the Series 2015-1 Class A-1 Notes. 


The Series 2015-1 Senior Notes were issued in a securitization transaction pursuant to which certain of the 
Company’s domestic and foreign revenue-generating assets, consisting principally of franchise-related 
agreements, real estate assets, and intellectual property and license agreements for the use of intellectual property, 
were contributed or otherwise transferred to the Master Issuer and certain other limited-purpose, bankruptcy- 
remote, wholly-owned indirect subsidiaries of the Company that act as guarantors (the “Guarantors”) of the 
Series 2015-1 Senior Notes and that have pledged substantially all of their assets, excluding certain real estate 
assets and subject to certain limitations, to secure the Series 2015-1 Senior Notes. 


Interest and principal payments on the Series 2015-1 Class A-2 Notes are payable on a quarterly basis. The 
requirement to make such quarterly principal payments on the Series 2015-1 Class A-2 Notes is subject to 
certain financial conditions set forth in the Indenture. The legal final maturity date of the Series 2015-I 
Class A-2 Notes is in June 2045, but, unless earlier prepaid to the extent permitted under the Indenture, the 
anticipated repayment dates of the Class A-2-I Notes, the Class A-2-II Notes and the Class A-2-III Notes will be 
4.25, seven and 10 years, respectively, from the date of issuance (the “Anticipated Repayment Dates”). If the 
Master Issuer has not repaid or refinanced the Series 2015-1 Class A-2 Notes prior to the respective Anticipated 
Repayment Dates, additional interest will accrue pursuant to the Indenture. 


The Series 2015-1 Class A-1 Notes will accrue interest at a variable interest rate based on (i) the prime rate, 
(ii) overnight federal funds rates, (iii) the London interbank offered rate for U.S. Dollars or (iv) with respect to 
advances made by conduit investors, the weighted average cost of, or related to, the issuance of commercial paper 
allocated to fund or maintain such advances, in each case plus any applicable margin and as specified in the 
Series 2015-1 Class A-1 note agreement. There is a commitment fee on the unused portion of the Series 2015-1 
Class A-1 Notes which ranges from 0.50% to 0.85% based on utilization. It is anticipated that the principal and 
interest on the Series 2015-1 Class A-1 Notes will be repaid in full on or prior to June 2020, subject to two 
additional one-year extensions. Following the anticipated repayment date (and any extensions thereof), 
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(b) 


additional interest will accrue on the Series 2015-1 Class A-1 Notes equal to 5.0% per year. As of January 1, 
2017 and January 3, 2016, $26,552 and $23,002 of letters of credit were outstanding against the Series 2015-1 
Class A-1 Notes, respectively, which relate primarily to interest reserves required under the Indenture. 


During 2016 and 2015, the Company incurred debt issuance costs of $2,495 and $43,817, respectively, in 
connection with the issuance of the Series 2015-1 Senior Notes. The debt issuance costs are being amortized to 
“Interest expense” through the Anticipated Repayment Dates of the Series 2015-1 Senior Notes utilizing the 
effective interest rate method. As of January 1, 2017, the effective interest rates, including the amortization of 
debt issuance costs, were 3.791%, 4.340% and 4.682% for the Class A-2-I Notes, Class A-2-II Notes and 
Class A-2-HI Notes, respectively. 


The Series 2015-1 Senior Notes are subject to a series of covenants and restrictions customary for transactions of 
this type, including (i) that the Master Issuer maintains specified reserve accounts to be used to make required 
payments in respect of the Series 2015-1 Senior Notes, (ii) provisions relating to optional and mandatory 
prepayments and the related payment of specified amounts, including specified make-whole payments in the case 
of the Series 2015-1 Class A-2 Notes under certain circumstances, (iii) certain indemnification payments in the 
event, among other things, the assets pledged as collateral for the Series 2015-1 Senior Notes are in stated ways 
defective or ineffective and (iv) covenants relating to recordkeeping, access to information and similar matters. 
The Series 2015-1 Senior Notes are also subject to customary rapid amortization events provided for in the 
Indenture, including events tied to failure to maintain stated debt service coverage ratios, the sum of global gross 
sales for specified restaurants being below certain levels on certain measurement dates, certain manager 
termination events, an event of default, and the failure to repay or refinance the Series 2015-1 Class A-2 Notes 
on the applicable scheduled maturity date. The Series 2015-1 Senior Notes are also subject to certain customary 
events of default, including events relating to non-payment of required interest, principal, or other amounts due 
on or with respect to the Series 2015-1 Senior Notes, failure to comply with covenants within certain time 
frames, certain bankruptcy events, breaches of specified representations and warranties, failure of security 
interests to be effective, and certain judgments. There were no events of default under the documents governing 
the Series 2015-1 Senior Notes as of January 1, 2017. 


In accordance with the Indenture, certain cash accounts have been established with the Indenture trustee for the 
benefit of the trustee and the noteholders, and are restricted in their use. As of January 1, 2017 and January 3, 
2016, Wendy’s Funding had restricted cash of $29,096 and $29,327, respectively, which primarily represents 
cash collections and cash reserves held by the trustee to be used for payments of principal, interest and 
commitment fees required for the Series 2015-1 Class A-2 Notes. 


The proceeds from the issuance of the Series 2015-1 Class A-2 Notes, were used to repay all amounts 
outstanding on the Term A Loans and Term B Loans under the Company’s May 16, 2013 Restated Credit 
Agreement amended on September 24, 2013 (the “2013 Restated Credit Agreement”). In connection with the 
repayment of the Term A Loans and Term B Loans, Wendy’s terminated the related interest rate swaps with 
notional amounts totaling $350,000 and $100,000, respectively, which had been designated as cash flow hedges. 
See Note 12 for more information on the interest rate swaps. As a result, the Company recorded a loss on early 
extinguishment of debt of $7,295 during the second quarter of 2015, primarily consisting of the write-off of 
deferred costs related to the 2013 Restated Credit Agreement of $7,233 and fees paid to terminate the related 
interest rate swaps of $62. 


Wendy’s 7% debentures are unsecured and were reduced to fair value in connection with the Wendy’s merger 
based on their outstanding principal of $100,000 and an effective interest rate of 8.6%. The fair value 
adjustment is being accreted and the related charge included in “Interest expense” until the debentures mature. 
These debentures contain covenants that restrict the incurrence of indebtedness secured by liens and certain 
capitalized lease transactions. Wendy’s was in compliance with these covenants as of January 1, 2017. 


Wendy’s U.S. advertising fund has a revolving line of credit of $25,000. Neither the Company, nor Wendy’s, is 


the guarantor of the debt. The advertising fund facility was established to fund the advertising fund operations. The 


full amount of the line was available under this line of credit as of January 1, 2017. 
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At January 1, 2017, one of Wendy’s Canadian subsidiaries had a revolving credit facility of C$6,000 which 
bears interest at the Bank of Montreal Prime Rate. The debt is guaranteed by Wendy’s. The full amount of the line 
was available under this line of credit as of January 1, 2017. 


The following is a summary of the Company’s assets pledged as collateral for certain debt: 


Year End 
January 1, 
2017 

Cash and cash equivalents... 0... eee een ete n nent nee $ 13,300 
Accounts and notes receivable, net (including long-term) .............. 0000s 48,644 
TiVeritOHes ju hc34 beds teed a Dd esate tated diwarheat qe aan 2,761 
PROPEL SS: os nis. bis its che dney tube ata ig as eh ee baer Svar alacie dove dv andauasetlocp id ule tedp nde dused a daueR tly engeenal ender 179,781 
Other intangible-asséts cow de ses eek bea dhde weds pee eee deeds 1,112,515 
Restricted cash and other assets (including long-term) ....... 0.0.00... cee e eee eee 51,211 
$1,408,212 


(12) Fair Value Measurements 


Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date. Valuation techniques under the accounting 
guidance related to fair value measurements are based on observable and unobservable inputs. Observable inputs 
reflect readily obtainable data from independent sources, while unobservable inputs reflect our market assumptions. 
These inputs are classified into the following hierarchy: 


Level 1 Inputs - Quoted prices for identical assets or liabilities in active markets. 


Level 2 Inputs - Quoted prices for similar assets or liabilities in active markets; quoted prices for identical or 
similar assets or liabilities in markets that are not active; and model-derived valuations whose inputs are 
observable or whose significant value drivers are observable. 


Level 3 Inputs - Pricing inputs are unobservable for the assets or liabilities and include situations where there is 
little, if any, market activity for the assets or liabilities. The inputs into the determination of fair value require 
significant management judgment or estimation. 


Financial Instruments 


The following table presents the carrying amounts and estimated fair values of the Company’s financial 
instruments: 


January 1, January 3, 
2017 2016 
“Carrying Carrying 
Amount Fair Value Amount Fair Value Fair Value Measurements 

Financial assets 

Cash equivalents ...............00 0000005 $ 5,335 $ 5,335 $ 45,339 $ 45,339 Level 1 

Non-current cost method investments (a) .... 2,436 326,283 2,828 249,870 Level 3 
Financial liabilities 

Series 2015-1 Class A-2-I Notes (b) ......... 864,063 857,349 872,813 849,106 Level 2 

Series 2015-1 Class A-2-II Notes (b) ........ 888,750 880,005 897,750 879,795 Level 2 

Series 2015-1 Class A-2-II Notes (b) ........ 493,750 474,543 498,750 484,648 Level 2 

7% debentures, due in 2025 (b) ............ 88,277. 99,750 87,057 100,500 Level 2 

Guarantees of franchisee loan obligations (c) .. 280 280 851 851 Level 3 


90 


THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—CONTINUED 


(In Thousands Except Per Share Amounts) 


(a) The fair value of our indirect investment in Arby’s is based on applying a multiple to Arby’s adjusted earnings 
before income taxes, depreciation and amortization per its current unaudited financial information. The carrying 
value of our indirect investment in Arby’s was reduced to zero during 2013 in connection with the receipt of a 
dividend. See Note 7 for more information. The fair values of our remaining investments are not significant and 
are based on our review of information provided by the investment managers or investees which was based on 
(1) valuations performed by the investment managers or investees, (2) quoted market or broker/dealer prices for 
similar investments and (3) quoted market or broker/dealer prices adjusted by the investment managers for legal 
or contractual restrictions, risk of nonperformance or lack of marketability, depending upon the underlying 
investments. 


(b) The fair values were based on quoted market prices in markets that are not considered active markets. 


(c) Wendy’s has provided loan guarantees to various lenders on behalf of franchisees entering into debt arrangements 
for new restaurant development and equipment financing. In addition during 2012, Wendy’s provided a 
guarantee to a lender for a franchisee in connection with the refinancing of the franchisee’s debt. We have 
accrued a liability for the fair value of these guarantees, the calculation of which was based upon a weighted 
average risk percentage established at inception adjusted for a history of defaults. 


The carrying amounts of cash, accounts payable and accrued expenses approximated fair value due to the short- 
term nature of those items. The carrying amounts of accounts and notes receivable, net (both current and non- 
current) approximated fair value due to the effect of the related allowance for doubtful accounts. Our cash and cash 
equivalents and guarantees are the only financial assets and liabilities measured and recorded at fair value on a 
recurring basis. 


Derivative Instruments 


The Company’s primary objective for entering into interest rate swap agreements was to manage its exposure to 
changes in interest rates, as well as to maintain an appropriate mix of fixed and variable rate debt. 


Our derivative instruments for 2015 included seven forward-starting interest rate swaps designated as cash flow 
hedges to change the floating rate interest payments for $350,000 and $100,000 in borrowings associated with the 
Term A Loans and Term B Loans, respectively, under the Company’s prior credit agreement, to fixed rate interest 
payments beginning June 30, 2015 and maturing on December 31, 2017. In May 2015, the Company terminated 
these interest rate swaps and paid $7,275, which was recorded against the derivative liability. In addition, the 
Company incurred $62 in fees to terminate the interest rate swaps which was included in “Loss on early 
extinguishment of debt.” See Note 11 for further information. The unrealized loss on the cash flow hedges at 
termination of $7,275 is being reclassified on a straight-line basis from “Accumulated other comprehensive loss” to 
“Interest expense” beginning June 30, 2015 (the original effective date of the interest rate swaps) through 
December 31, 2017 (the original maturity date of the interest rate swaps). As a result, 2016 and 2015 include the 
reclassification of unrealized losses on the cash flow hedges of $2,894 and $1,487, respectively, from “Accumulated 
other comprehensive loss” to “Interest expense.” 


There was no hedge ineffectiveness from these cash flows hedges through their termination in May 2015. 


Non-Recurring Fair Value Measurements 


Assets and liabilities remeasured to fair value on a non-recurring basis during 2016 and 2015 resulted in 
impairment that we have recorded to “Impairment of long-lived assets” in our consolidated statements of operations. 


Total losses for 2016 and 2015 reflect the impact of remeasuring long-lived assets held and used (including land, 
buildings, leasehold improvements and favorable lease assets) to fair value as a result of (1) the Company’s decision to 
lease and/or sublease the land and/or buildings to franchisees in connection with the sale or anticipated sale of restaurants 
and (2) declines in operating performance at Company-operated restaurants. The fair value of long-lived assets held and 
used presented in the tables below represents the remaining carrying value and was estimated based on either discounted 
cash flows of future anticipated lease and sublease income or current market values. 
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Total losses for 2016 and 2015 also include the impact of remeasuring long-lived assets held for sale, which 
primarily include surplus properties. The fair values of long-lived assets held for sale presented in the tables below 
represent the remaining carrying value and were estimated based on current market values. See Note 16 for more 
information on impairment of our long-lived assets. 


Fair Value Measurements 


January 1, 2016 
2017 Level 1 Level2  Level3 Total Losses 
Heldaind ised) .cc-d-jcccacv dona cepa ating oacdate dees $5,462 $—  $— $5,462 $15,928 
Held for sale 2.0... ccc ccc cee teen eens 1,552 = = 1,552 313 
ULGtals»dscientsc Resse odeeowivegeaeieeeaw $7,014 $— $— $7,014 $16,241 
Fair Value Measurements 
January 3, 2015 
2016 Level 1 Level 2 Level 3 Total Losses 
Held:andtised: ac credsacds aa ds 4.3 wae darren Mek $10,244 $— $— $10,244 $22,346 
Held f6r Sale iiss ines cdtra ai eerie te ede eb beet 4,328 = — 4,328 2,655 
Total 28 acod oo ea bete ce Gia tete ews e eee $14,572 $— $— $14,572 $25,001 


(13) Income Taxes 


Income from continuing operations before income taxes is set forth below: 


Year Ended 
me SOMOS 
TDOMEStIC 6 doe. d 4 andes teed it eee Aah wes Lee edad e wns $192,082 $208,827 $173,143 
PORIGH, spatiale Giyee ge ses HESS eR Sulaee GebLe esd s 9,608 25,301 19,397 


$201,690 $234,128 $192,540 


The (provision for) benefit from income taxes from continuing operations is set forth below: 


Year Ended 
mies 0TH 
Current: 
US, Fedetallc.s4 4. dsc4-b4 tee teheerateat eoachannarite wagen eG teew bake $(75,167) $(12,414) $ 6,673 
AS] 1s Peo a (5,805) 3,346 (7,863) 
FORIGH 6 cic rraes Qiao bend ede de eee aes (5,307) (10,778) (8,093) 
Curtent tat provision eae: seeii ade cece eunne donee (86,279) (19,846) (9,283) 
Deferred: 
UWS: Federal ov a s.uccee Sate daddies tere een a Be 7,975 (53,916) (67,977) 
AS] Ec een ae a BP RE SPO 8 a ne a 6,733 (21,375) 671 
Foreign 2.a¢.os acted ohedic bated ead do Reena ee es (495) 988 473 
Deferred tax benefit (provision) ...............0000. 14,213 (74,303) (66,833) 
Income tax provision ... 0... cece eee eee eee eee ee $(72,066) $(94,149)  $(76,116) 
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Deferred tax assets (liabilities) are set forth below: 


Year End 
January 1, January 3, 
20 201 
Deferred tax assets: 

Unfavorable leases’. 2 5.0 g4onchoee en eiebantea oes eats $ 50,771 $ 40,084 
Net operating loss and credit carryforwards ............... 44,733 51,782 
Accrued compensation and related benefits ............... 31,994 35,963 
Deferted tent ¢ sc0eckieeedinetdavekisaestad insets 19,552 17,661 
Accrued expenses and reserves .. 0.6.0... cece eee eee 16,486 18,156 
Others. asushsenwsed et nhtdakd fod Minti & sanity 9,293 9,157 
Valuation allowances .... 0... cee cece eee nee es (11,400) (17,097) 


Total deferred tax assets 


Bote i acauaetiena a avalist adv tact yeseuars adesdetesegi dena. 161,429 155,706 
Deferred tax liabilities: 


Intangible:assets i... ese ee eed eee ee ee (495,505) (499,467) 
Owned and leased fixed assets net of related obligations ...... (89,251) (95,619) 
OVE eR ypcesa hale ae odin oa ensue sh ile og de ntecncigee th a adeacecttad dae es (23,186) (20,333) 


iia edaeiee oe a dt des eee (607,942) (615,419) 
$(446,513) $(459,713) 


In March 2016, the FASB issued an amendment that simplifies certain aspects of the accounting for employee 
share-based payment transactions. See Note | for further details. 


Changes in the Company’s deferred tax asset and liability balances were primarily the result of the utilization of 
net operating loss and credit carryforwards and the impact of the system optimization initiative, as described in 
Note 2, primarily related to state valuation allowances and favorable and unfavorable leases. 


The amounts and expiration dates of net operating loss and tax credit carryforwards are as follows: 


Amount Expiration 
Tax credit carryforwards: 
USS. federal foreign tax credits... 1.0... eee eee ee eee $ 18,911 2021-2024 
Statetax credits: shvoos ed rece adin sot ameeeeeeuane 457 2020-2023 
Foreign tax credits of non-U.S. subsidiaries ............... 2,770 2021-2025 
Total, ciedudctiieiuesietedisa ee tadoatdaadades $ 22,138 
Net operating loss carryforwards: 
State net operating loss carryforwards ...............00004 $779,841 2017-2035 


As of January 1, 2017, the Company had a deferred tax asset of $46,612 related to the state net operating loss 
carryforwards and federal, foreign and state tax credits before reduction for unrecognized tax benefits related to excess 
share-based compensation deductions. In 2016 and prior years, the Company deducted $175,376 in excess of 
cumulative compensation costs relating to the exercise of stock options and vesting of restricted stock. The Company 
has recognized $3,082, $49,613 and $9,363 in 2016, 2015 and 2014, respectively, of the $63,938 tax benefit as a 


reduction of current income taxes payable with an equal offsetting increase in “Additional paid-in capital.” 


The Company’s valuation allowances of $11,400, $17,097 and $11,213 as of January 1, 2017, January 3, 2016 
and December 28, 2014, respectively, relate to state net operating loss and foreign and state tax credit carryforwards. 
Valuation allowances decreased $5,697 during 2016 and increased $5,884 during 2015, primarily as a result of our 
system optimization initiative described in Note 2. The relative presence of company operated restaurants in various 
states impacts expected future state taxable income available to utilize state net operating loss carryforwards. As the 
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system optimization initiative has changed the Company’s relative presence in various states, the Company’s 
judgment about the ability to utilize certain state net operating loss carryforwards has likewise changed. Valuation 
allowances increased $665 during 2014 primarily as a result of generating foreign tax credits with a limited 
carryforward period in 2014 that are in excess of what the Company expects to utilize prior to their expiration. 


Deferred income taxes have not been recorded for temporary differences related to investments in non-U.S. 
subsidiaries. These temporary differences were approximately $108,038 at January 1, 2017 and consisted primarily of 
undistributed earnings considered permanently invested in operations outside the U.S. Determination of the 
incremental income tax liability on these unremitted earnings is dependent on circumstances existing if, and when 
remittance occurs. However, we estimate that if unremitted earnings were to have been remitted, the additional tax 
liability would have been approximately $10,640 at January 1, 2017. 


The reconciliation of income tax computed at the U.S. Federal statutory rate to reported income tax is set forth 
below: 


Year Ended 
2016 2015 2014 
Income tax provision at the U.S. Federal statutory rate .......... $(70,592)  $(81,945) $(67,389) 
State income tax provision, net of U.S. Federal income tax effect .. . (3,767) (7,234) (4,747) 
Non-deductible goodwill (a) 26... ccc cece eee eee eee eens (6,409) (7,435) (9,389) 
Valuation allowances (b) 1.0.0... ccc cee eee eens 4,915 (6,075) (665) 
Foreign and U.S. tax effects of foreign operations .............. 2,278 4,389 4,089 
Non-deductible expenses and other ........ 0.0.00 eee eee eee 1,509 4,151 1,985 


$(72,066) $(94,149) $(76,116) 


(a) Substantially all of the goodwill included in the gain on sales of restaurants in 2016, 2015 and 2014 under our 
system optimization initiative was non-deductible for tax purposes. See Notes 2 and 9 for further information. 
Included in the 2016 amount is a $3,837 federal benefit related to the correction to a prior year identified and 
recorded in the second quarter of 2016. The corresponding state benefit correction of $398 is included in the 
state income tax provision amount above. 


(b 


we 


Includes changes for deferred tax assets generated or utilized during the current year and changes in our judgment 
regarding the likelihood of the utilization of deferred tax assets. 2016 and 2015 primarily relate to changes in the 
likelihood of the utilization of deferred tax assets related to state net operating loss carryforwards. Included in the 
2016 amount is a $2,878 benefit related to the correction to a prior year identified and recorded in the first 
quarter of 2016. 


The Company’s system optimization initiative described in Note 2 impacted our tax provision due to the 
following: (1) goodwill disposal and other non-deductible expenses incurred in connection with the sale of restaurants 
during 2016, 2015 and 2014 of $7,544, $8,987 and $9,389, respectively, (2) changes to the Canadian deferred tax 
rate of $70 in 2014, (3) a decrease in the state deferred tax rate of $2,692 in 2016 and an increase of $1,587 in 2015 
and (4) a decrease in valuation allowances related to the likelihood of the utilization of state net operating loss 
carryforwards of $2,062 in 2016 and an increase of $4,542 in 2015. These amounts are included in the state income 
tax provision, the foreign provision, non-deductible goodwill and the valuation allowance amounts presented in the 
table above. 


The Company participates in the Internal Revenue Service (the “IRS”) Compliance Assurance Process (“CAP”). 
As part of CAP, tax years are examined on a contemporaneous basis so that all or most issues are resolved prior to the 
filing of the tax return. As such, our tax returns for fiscal years 2009 through 2015 have been settled. Certain of the 
Company’s state income tax returns from its 2012 fiscal year and forward remain subject to examination. We believe 
that adequate provisions have been made for any liabilities, including interest and penalties that may result from the 
completion of these examinations. 
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Unrecognized Tax Benefits 


As of January 1, 2017, the Company had unrecognized tax benefits of $19,545, which, if resolved favorably 


would reduce income tax expense by $14,752. A reconciliation of the beginning and ending amount of unrecognized 
tax benefits follows: 


Year End 
January 1, January 3, December 28, 
2017 2016 2014 
Besinning balance: 4. 2i33i6054 Gigs cisdeed ov eesiaes tbeks $21,224 $25,715 $23,897 
Additions: 
Tax positions of current year oo... .... eee eee eee 306 927 — 
Tax positions of prior years... 1... . eee ee eee 440 476 2,678 
Reductions: 
Tax positions of prior years... 0.0... ee eee eee eee (2,126) (5,182) (582) 
Settlements: fda ete et etc e Bick ht ee chee ote (42) (251) = 


Serge tame ae heteadate (257) (461) (278) 
Boding balance wos cciaidtga did pedetoeded ove peas Ghose $19,545 $21,224 $25,715 


The reduction of unrecognized tax benefits in 2016 was primarily related to a $1,822 revaluation of certain 


state net operating loss carryforwards as a result of the system optimization initiative which did not reduce tax 
expense. 


During 2017, we believe it is reasonably possible the Company will reduce unrecognized tax benefits by up to 
$714, due to the lapse of statutes of limitations and expected settlements with taxing authorities. 


During 2016, 2015 and 2014, the Company recognized $75, $(1,627) and $315 of expense (income) for 
interest and $25, $(15) and $(330) of expense (income) for penalties, respectively, related to uncertain tax positions. 
The Company has approximately $1,296 and $1,223 accrued for interest and $615 and $642 accrued for penalties as 
of January 1, 2017 and January 3, 2016, respectively. 


(14) Stockholders’ Equity 
Dividends 


During 2016, 2015 and 2014, The Wendy’s Company paid dividends per share of $0.245, $0.225 and $0.205, 
respectively. 
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There were 470,424 shares of common stock issued at the beginning and end of 2016, 2015 and 2014. 
Treasury stock activity for 2016, 2015 and 2014 was as follows: 


Treasury Stock 
2016 2015 2014 

Number of shares at beginning of year 0.1... 0... eee eee eee 198,109 104,614 77,637 
Repurchases of common stock ......... 00. eee 29,545 99,881 32,716 
Common shares issued: 

StOck:Gptons, Het sa nckevtehowiatavarganstecen doar we aeies (2,914) (5,043) (4,930) 

Restricted stock; net 005). 4osa skis bie dd ots bie Shad ae ed (796) (1,258) (732) 

Director tees: ic cccat ace rikeecdaw ed reeedak eens Gh enadedan (20) (21) (24) 
Other wis dbvege chad chbdoidid Bees Mas eheds bids Ged ba wedas (74) (64) (53) 
Number of shares at end of year... ... 0. eee cee eects 223,850 198,109 104,614 


Repurchases of Common Stock 


On June 1, 2015, our Board of Directors authorized a repurchase program for up to $1,400,000 of our 
common stock through January 1, 2017, when and if market conditions warrant and to the extent legally permissible. 
In November 2016, the Company entered into an accelerated share repurchase agreement (the “2016 ASR 
Agreement”) with a third-party financial institution to repurchase common stock as part of the Company’s existing 
$1,400,000 share repurchase program. Under the 2016 ASR Agreement, the Company paid the financial institution 
an initial purchase price of $150,000 in cash and received an initial delivery of 11,087 shares of common stock, 
representing an estimate of 85% of the total shares expected to be delivered under the 2016 ASR Agreement. The 
total number of shares of common stock ultimately purchased by the Company under the 2016 ASR Agreement was 
based on the average of the daily volume-weighted average prices of the common stock during the term of the 2016 
ASR Agreement, less an agreed upon discount. On December 27, 2016, the Company completed the 2016 ASR 
Agreement and received an additional 316 shares of common stock. Additionally, during 2016, the Company 
repurchased 18,142 shares with an aggregate purchase price of $184,986, excluding commissions of $272. As a result, 
the Company completed substantially all of the $1,400,000 share repurchase program. In February, 2017, our Board 
of Directors authorized a repurchase program for up to $150,000 of our common stock through March 4, 2018. 
Subsequent to January 1, 2017 through February 22, 2017, the Company repurchased 97 shares with an aggregate 
purchase price of $1,349, excluding commissions of $2. 


Also as part of the June 2015 authorization, the Company commenced an $850,000 share repurchase program 
on June 3, 2015, which included (1) a modified Dutch auction tender offer to repurchase up to $639,000 of our 
common stock and (2) a separate stock purchase agreement to repurchase up to $211,000 of our common stock from 
the Trian Group. For additional information on the separate stock purchase agreement see Note 22. On June 30, 
2015, the tender offer expired and on July 8, 2015, the Company repurchased 55,808 shares at $11.45 per share for 
an aggregate purchase price of $639,000. On July 17, 2015, the Company repurchased 18,416 shares at $11.45 per 
share, pursuant to the separate stock purchase agreement, for an aggregate purchase price of $210,867. As a result, the 
$850,000 share repurchase program that commenced on June 3, 2015 was completed during the third quarter of 
2015. During 2015, the Company incurred costs of $2,288 in connection with the tender offer and Trian Group 
stock purchase agreement, which were recorded to treasury stock. 


In August 2015, the Company entered into an accelerated share repurchase agreement (the “2015 ASR 
Agreement”) with a third-party financial institution to repurchase common stock as part of the Company’s existing 
share repurchase programs. Under the 2015 ASR Agreement, the Company paid the financial institution an initial 
purchase price of $164,500 in cash and received an initial delivery of 14,385 shares of common stock, representing an 
estimate of 85% of the total shares expected to be delivered under the 2015 ASR Agreement. The total number of 
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shares of common stock ultimately purchased by the Company under the 2015 ASR Agreement was based on the 
average of the daily volume-weighted average prices of the common stock during the term of the 2015 ASR 
Agreement, less an agreed discount. On September 25, 2015, the Company completed the 2015 ASR Agreement and 
received an additional 3,551 shares of common stock. During 2015, the Company incurred costs of $58 in 
connection with the 2015 ASR Agreement, which were recorded to treasury stock. 


Also as part of the June 2015 authorization, the Company repurchased 2,066 shares during 2015 with an 
aggregate purchase price of $21,959, of which $1,700 was accrued at January 3, 2016 and excluding commissions of 
$28. 


In August 2014, our Board of Directors authorized a repurchase program for up to $100,000 of our common 
stock through December 31, 2015, when and if market conditions warrant and to the extent legally permissible. As 
part of the August 2014 authorization, $76,111 remained available as of December 28, 2014. During the first and 
second quarters of 2015, the Company repurchased 5,655 shares with an aggregate purchase price of $61,631, 
excluding commissions of $86. During the third quarter of 2015, the Company repurchased $14,480 through the 
2015 ASR Agreement described above. As a result, the $100,000 share repurchase program authorized in August 
2014 was completed. 


During 2014, the Company repurchased 2,986 shares with an aggregate purchase price of $23,889, excluding 
commissions of $52, as part of the August 2014 authorization. In January 2014, our Board of Directors authorized a 
repurchase program, which the Company fully utilized through completion of a modified Dutch auction tender offer 
on February 19, 2014 resulting in 29,730 shares repurchased for an aggregate purchase price of $275,000. The 
Company incurred costs of $2,275 in connection with the tender offer, which were recorded to treasury stock. 


Preferred Stock 


There were 100,000 shares authorized and no shares issued of preferred stock throughout 2016, 2015 and 
2014. 


Accumulated Other Comprehensive Loss 


The following table provides a rollforward of the components of accumulated other comprehensive income 
(loss) attributable to The Wendy’s Company, net of tax as applicable: 


Foreign 
Currency — Cash Flow 
Translation Hedges (a) Pension Total 
Balance at December 29, 2013......... 0.0... e cece eee eee $ (9,803) $ 744 $(1,278) $(10,337) 
Current-period other comprehensive (loss) income ....... (18,560) (2,788) 391 ~~ (20,957) 
Balance at December 28, 2014...... 0.0.00. c cece eee eens (28,363) (2,044) (887) (31,294) 
Current-period other comprehensive (loss) income ....... (37,800) (1,527) (202) (39,529) 
Balance.at January 3; 2016) acca aucnnass pneoaaes oe Ree eae (66,163) (3,571) (1,089) (70,823) 
Current-period other comprehensive income (loss) ....... 5,864 1,774 (56) 7,582 
Balanice-at Januaty ll, 2017 si scss de esidwee cesses SoeG keene’ $(60,299) $(1,797) $(1,145) $(63,241) 


(a) Current-period other comprehensive income (loss) includes the effect of changes in unrealized losses on cash flow 
hedges, net of tax, for 2015 and 2014, respectively. In addition, 2016 and 2015 include the reclassification of 
unrealized losses on cash flow hedges of $1,774 and $915, respectively, from “Accumulated other comprehensive 
loss” to our consolidated statements of operations consisting of $2,894 and $1,487, respectively, recorded to 
“Interest expense,” net of the related income tax benefit of $1,120 and $572, respectively, recorded to “Provision 
for income taxes.” See Note 12 for more information. 
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(15) Share-Based Compensation 


The Company maintains several equity plans (the “Equity Plans”) which collectively provide or provided for 
the grant of stock options, restricted shares, tandem stock appreciation rights, restricted share units and performance 
shares to certain officers, other key employees, non-employee directors and consultants. The Company has not 
granted any tandem stock appreciation rights. During 2010, the Company implemented the 2010 Omnibus Award 
Plan (as amended, the “2010 Plan”) for the issuance of equity awards as described above. In June 2015, the 2010 Plan 
was amended with shareholder approval, to increase the number of shares of common stock available for issuance 
under the plan by 20,000. All equity grants during 2016 and 2015 were issued from the 2010 Plan and it is currently 
the only equity plan from which future equity awards may be granted. As of January 1, 2017, there were 
approximately 34,516 shares of common stock available for future grants under the 2010 Plan. During the periods 
presented in the consolidated financial statements, the Company settled all exercises of stock options and vesting of 
restricted shares, including performance shares, with treasury shares. 


Stock Options 


The Company’s current outstanding stock options have maximum contractual terms of 10 years and vest 
ratably over three years or cliff vest after three years. The exercise price of options granted is equal to the market price 
of the Company’s common stock on the date of grant. The fair value of stock options on the date of grant is 
calculated using the Black-Scholes Model. The aggregate intrinsic value of an option is the amount by which the fair 
value of the underlying stock exceeds its exercise price. 


The following table summarizes stock option activity during 2016: 


Weighted 
Weighted Average 
Average Remaining Aggregate 
Number of Exercise Contractual _—_ Intrinsic 


Options Price Life in Years Value 
Outstanding at January 3, 2016.......... 0... eee e eee eee 16,841  $ 7.73 
Granted) 3/5 ecsieisctiacs gig aiaene ees Pia eae eh Saaiw aia lb toesteialenss 3,797 10.09 
EXe0GISEd: 6.4.9.4.55.0 04 Sed de ba Hea Tadeo es (3,218) 6.94 
Forfeited and/or expired 2.0... eee eee eee (723) 10.13 
Outstanding at January 1, 2017.0... 0... eee eee 16,697 $ 8.31 7.6 $86,960 
Vested or expected to vest at January 1, 2017 ............... 16,559 = $ 8.30 7.6 $86,439 
Exercisable at January 1, 2017 ... 2.0... cee eee eee eee 8,842 $ 7.07 6.4 $57,102 


The total intrinsic value of options exercised during 2016, 2015 and 2014 was $12,594, $30,116 and $13,948, 
respectively. The weighted average grant date fair value of stock options granted during 2016, 2015 and 2014 was 
$2.12, $2.27 and $2.34, respectively. 


The weighted average grant date fair value of stock options was determined using the following assumptions: 


oie 2052014 
Risk-free-interest rate 24. ciav gatas tae dedeawsa ed ded Gone dae dens 1.28% 1.76% 1.97% 
Expected. option: life: tnt yeats! x. o:c:cs.ga:sunltvecw sagceee ter dydeeng sd dees dogs Pa acece ne 5.62 5.62 6.35 
Expected volatility ..dcsa4-20.Wevech moans deeb eieuded canine dea 28.25% 29.25% 35.38% 
Expected dividetid yield i; bis usisy pie.aidaug.o-ecuigud boespegiane taeiateges beaten a oes 2.38% 2.23% 2.43% 


The risk-free interest rate represents the U.S. Treasury zero-coupon bond yield correlating to the expected life 
of the stock options granted. The expected option life represents the period of time that the stock options granted are 
expected to be outstanding based on historical exercise trends for similar grants. The expected volatility is based on the 
historical market price volatility of our industry peer group. The expected dividend yield represents the Company’s 
annualized average yield for regular quarterly dividends declared prior to the respective stock option grant dates. 
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The Black-Scholes Model has limitations on its effectiveness including that it was developed for use in 
estimating the fair value of traded options which have no vesting restrictions and are fully transferable and that the 
model requires the use of highly subjective assumptions including expected stock price volatility. Employee stock 
option awards have characteristics significantly different from those of traded options and changes in the subjective 
input assumptions can materially affect the fair value estimates. 


Restricted Shares 


The Company grants RSAs and RSUs, which primarily cliff vest after one to three years. For the purposes of 
our disclosures, the term “Restricted Shares” applies to RSAs and RSUs collectively unless otherwise noted. The fair 
value of Restricted Shares granted is determined using the average of the high and low trading prices of our common 
stock on the date of grant. 


The following table summarizes activity of Restricted Shares during 2016: 


Weighted 

Number of Average 
Restricted Grant Date 
Shares Fair Value 


Non-vested at January 3, 2016 2... ... cc eee ccc cece eee ene e eens ee enneenes 1,799 $ 8.32 
Granted 25160 ves vlads bbe eee hwet synthe teeea ne Nauk emesaiale vee gaciee 726 10.33 
BN] ce nn ed SIERO BOOP OR FO Te (616) 7.65 
PO theited sno, date cee dete ta ye dats bs ended aeedenencace. Oost ane Ass arera eierince ants a toa Bh detente sels (92) 8.95 
Non-vested at January 1, 2017 2.0... cece cece eet e eet e eens 1,817 $ 9.30 


The total fair value of Restricted Shares that vested in 2016, 2015 and 2014 was $6,339, $10,188 and $5,251, 
respectively. 


Performance Shares 


The Company grants performance-based awards to certain officers and key employees. The vesting of these 
awards is contingent upon meeting one or more defined operational goals (a performance condition) or common 
stock share prices (a market condition). The quantity of shares awarded ranges from 0% to 200% of “Target,” as 
defined in the award agreement as the midpoint number of shares, based on the level of achievement of the 
performance and market conditions. 


The fair values of the performance condition awards granted in 2016, 2015 and 2014 were determined using 
the average of the high and low trading prices of our common stock on the date of grant. Share-based compensation 
expense recorded for performance condition awards is reevaluated at each reporting period based on the probability of 
the achievement of the goal. 


The fair value of market condition awards granted in 2016 and 2015 were estimated using the Monte Carlo 
simulation model. There were no market condition awards granted during 2014. The Monte Carlo simulation model 
utilizes multiple input variables to estimate the probability that the market conditions will be achieved and is applied 
to the average of the high and low trading prices of our common stock on the date of grant. 


The input variables are noted in the table below: 


201s 2015 
Risk-free interest rate 6... cc eee tence t ete eee netneeees 0.82% 1.00% 
Expected lifein- years sno. tied eee einead dees nd ntd gawd weeded eo EA eae 3.00 3.00 
Expected volatility f.acccep ity anicabes-cod.alge o engcdud aceasta pd decasolaacee aateea purenetaia 27.03% 25.56% 
Expected dividend yield'(a) .:4csiceda cid dievduteeedead weeds gesae eae 0.00% 0.00% 


(a) The Monte Carlo method assumes a reinvestment of dividends. 
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Share-based compensation expense is recorded ratably for market condition awards during the requisite service 
period and is not reversed, except for forfeitures, at the vesting date regardless of whether the market condition is met. 


The following table summarizes activity of performance shares at Target during 2016: 


Performance Condition Awards Market Condition Awards 


Weighted Weighted 
Average Grant Average Grant 
Date Fair Date Fair 
Non-vested at January 3, 2016 ...... 0... e cece eee eee ee 917 $ 9.23 104 $17.08 
Granted: a sae, Sogd a tyased BS ts cae des fees Riaee Ba Be ae cela ne ceed sea atae' 267 9.44 246 10.25 
Dividend equivalent units issued (a) ........ 0.0.0.0 18 — 7 — 
V ested.(B) yun, cna es oer dee deen nee ee eens (385) 7.92 — — 
WE GL CLEC ex. 2 aytceee aches 9 a ese Soro oe ea ee (18) 10.03 _6) 17.08 
Non-vested at January 1, 2017 2.2.2... cee eee eee eee 799 $ 9.89 352 $12.17 


(a) Dividend equivalent units are issued in lieu of cash dividends for non-vested performance shares. There is no 
weighted average fair value associated with dividend equivalent units. 


(b) Excludes the vesting of an additional 246 shares, which resulted from the performance of performance condition 
awards exceeding Target. 


The total fair value of performance condition awards that vested in 2016, 2015 and 2014 was $5,954, $1,156 
and $104, respectively. The total fair value of market condition awards that vested in 2015 and 2014 was $10,073 
and $6,382, respectively. No market condition awards vested in 2016. 


Modifications of Share-Based Awards 


During 2015 and 2014, the Company modified the terms of awards granted to 25 and 45 employees, 
respectively, in connection with its system optimization initiative and G&A realignment plan discussed in Note 4 as 
well as the Bakery sale discussed in Note 18. These modifications resulted in the accelerated vesting of certain stock 
options and performance-based awards upon termination of such employees. As a result, during 2015, the Company 
recognized net increases in share-based compensation of $5,977, of which $5,624, $181 and $172 was included in 
“Reorganization and realignment costs,” “General and administrative” and “Net income from discontinued 
operations,” respectively, as a result of the modifications. During 2014, the Company recognized a net increase in 
share-based compensation of $2,376, of which $4,472 was included in “Reorganization and realignment costs” with 
an offsetting reduction to “General and administrative” of $2,096. 
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Share-Based Compensation 


Total share-based compensation and the related income tax benefit recognized in the Company’s consolidated 
statements of operations were as follows: 


Year Ended 
mig ——«2015———« 

Stock Options’ 234.04 siawd ss peeks wet ee wetesd bob6 1aeS be ehewer sedan es ees $ 6,859 $10,081 $ 13,692 
Restricted Shares: 22.ccccdviase oh ew eee eee eee tals eee iets 5,051 4,834 4,495 
Performance shares: 

Performance condition awards 2.0.0.0... cc cece eee eens 4,681 888 7,456 

Market condition awards 2.0.0... 0.0... ccc ccc cece tee e ene eens 1,550 1,348 37 
Modifications; Net. ....iscce ee evaded andr ee dans wees BA aad ead eee — 5,805 2,376 
Share-based compensation (a)... 0... ccc eect eee eee ees 18,141 22,956 28,056 
Less: Income tax benefit (a) 0.0... ccc cece tent eee e eens (6,520) (8,380) (10,357) 
Share-based compensation, net of income tax benefit ...............0 0000000. $11,621 $14,576 $17,699 


(a) Excludes $275 and $187 of pre-tax share-based compensation and $106 and $72 of related income tax benefits 
for 2015 and 2014, respectively, which are included in “Net income from discontinued operations.” 


As of January 1, 2017, there was $20,888 of total unrecognized share-based compensation, which will be 
recognized over a weighted average amortization period of 2.0 years. 


(16) Impairment of Long-Lived Assets 


During 2016, 2015 and 2014, the Company recorded impairment charges on long-lived assets as a result of 
(1) the Company’s decision to lease and/or sublease properties to franchisees in connection with the sale or 
anticipated sale of Company-operated restaurants, (2) the deterioration in operating performance of certain 
Company-operated restaurants and charges for capital improvements in restaurants impaired in prior years which did 
not subsequently recover and (3) closing Company-operated restaurants and classifying such surplus properties as held 
for sale. The Company may recognize additional impairment charges resulting from leasing or subleasing additional 
properties to franchisees in connection with sales of Company-operated restaurants to franchisees. 


The following is a summary of impairment losses recorded, which represent the excess of the carrying amount 
over the fair value of the affected assets and are included in “Impairment of long-lived assets:” 


Year Ended 
mie 20s 
Restaurants leased or subleased to franchisees ..........0.0000000 $14,010 $19,214 $11,993 
Company-operated restaurants 20.2... eee eee eee eee 1,918 3,132 5,146 
Surplus properties) 2.03204 oh wea nh santa dedaeye danas ween. eee 313 2,655 2,474 


$16,241 $25,001 $19,613 
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(17) Investment Income, Net 


Year Ended 
2016 2015 2014 
Distributions, including dividends (a) ........ 0... eee eee $— $54,911 $ 184 
Gain on sale of investments, net .... 0.0... cece tenes 497 335 975 
Other than temporary loss on cost method investment ................ — (3,150) — 
Other, net... 0... ccc e ent e cet ee eeeteneeenes 226 118 40 


$723 $52,214 $1,199 


(a) During 2015, the Company received a dividend of $54,911 from our investment in Arby’s. See Note 7 for 
further information. 


(18) Discontinued Operations 
Sale of the Bakery 


On May 31, 2015, Wendy’s completed the sale of 100% of its membership interest in the Bakery to East Balt 
US, LLC (the “Buyer”) for $78,500 in cash (subject to customary purchase price adjustments). The Company also 
assigned certain capital leases for transportation equipment to the Buyer but retained the related obligation, which was 
settled during 2015. Pursuant to the sale agreement, the Company was obligated to continue to provide health 
insurance benefits to the Bakery’s employees at the Company’s expense through December 31, 2015. The Company 
recorded a pre-tax gain on the disposal of the Bakery of $25,529 during 2015, which included transaction closing 
costs and a reduction of goodwill. The Company recognized income tax expense associated with the gain on disposal 


of $14,860 during 2015, which included the impact of the disposal of non-deductible goodwill. 


In conjunction with the Bakery sale, Wendy’s entered into a transition services agreement with the Buyer, 
pursuant to which Wendy’s provided certain continuing corporate and shared services to the Buyer through 
March 31, 2016 for no additional consideration. A purchasing cooperative, Quality Supply Chain Co-op, Inc., 
established by Wendy’s and its franchisees, agreed to continue to source sandwich buns from the Bakery, for a 
specified time period following the sale of the Bakery. As a result, Wendy’s paid the Buyer $10,176 and $8,358 for 
the purchase of sandwich buns during 2016 and for the period from June 1, 2015 through January 3, 2016, 
respectively, which has been recorded to “Cost of sales.” 


Information related to the Bakery has been reflected in the accompanying consolidated financial statements as 
follows: 


¢ Balance sheets — As a result of our sale of the Bakery on May 31, 2015, there are no remaining Bakery assets 
and liabilities. 


¢ Statements of operations — The Bakery’s results of operations for the period from December 29, 2014 
through May 31, 2015 and the year ended December 28, 2014 have been presented as discontinued 
operations. In addition, the gain on disposal of the Bakery has been included in “Net income from 
discontinued operations” for the year ended January 3, 2016. 


¢ Statements of cash flows — The Bakery’s cash flows prior to its sale (for the period from December 29, 2014 
through May 31, 2015 and for the year ended December 28, 2014) have been included in, and not 
separately reported from, our consolidated cash flows. The consolidated statement of cash flows for the year 
ended January 3, 2016 also includes the effects of the sale of the Bakery. 
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The following table presents the Bakery’s results of operations and the gain on disposal, which have been 
included in discontinued operations: 


Year Ended 
mis «204 

RREVemUCs! (Ayes ote sdsh see actecitas pacts eoueetea ad duces del onadesaaesta desde Mana cpaancnateanbaacten $25,885 $ 62,561 
Cost of salés:(b): secs eee GG Pedant aden dey adage takes ess (7,543) (45,710) 
18,342 16,851 
General and administrative 21... 0... ccc ccc teen nee een ees (1,093) (2,525) 
Depreciation and amortization (c) 1.6... eee teens (2,297) (5,471) 
Other expense, nét (d) si cissa 3034 ere bese deeuaseuead Pee dal bees Be (19) (126) 
Income from discontinued operations before income taxes............4. 14,933 8,729 
Provision for income taxXeS .... 0... cc teen teen ene ees (4,439) (3,719) 
Income from discontinued operations, net of income taxes ......... 10,494 5,010 

Gain on disposal of discontinued operations before income taxes ............. 25,529 — 
Provision for income taxes on gain on disposal... 2.0.0.0... 0. cece eee eee (14,860) — 
Gain on disposal of discontinued operations, net of income taxes .... 10,669 — 

Net income from discontinued operations ...............-4. $21,163 $ 5,010 


(a) Includes sales of sandwich buns and related products previously reported in “Sales” as well as rental income. 


(b) 2015 includes employee separation-related costs of $791 as a result of the sale of the Bakery. In addition, 2015 
includes a reduction to cost of sales of $12,486 resulting from the reversal of a liability recorded during 2013 
associated with the Bakery’s withdrawal from a multiemployer pension plan. See Note 19 for further discussion. 


(c) Included in “Depreciation and amortization” in our consolidated statements of cash flows for the periods 
presented. 


(d) Includes net gains on sales of other assets. During 2015 and 2014, the Bakery received cash proceeds of $50 and 
$52, respectively, resulting in net gains on sales of other assets of $32 and $69, respectively. 


The Bakery’s capital expenditures were $2,693 and $2,613 for 2015 and 2014, respectively, which are included 
in “Capital expenditures” in our consolidated statements of cash flows. 


The following table summarizes the gain on the disposal of the Bakery, which has been included in 
discontinued operations: 


Year Ended 

2015 
Proceeds from sale of the Bakery (a)... 1... ete nee eee ene ees $ 78,408 
Net: working :capitall (b), ccccccuandiig et oesebens dete decindd tana dehew ewes dened (5,655) 
Net: properties sold (6), aasctcs piece siete uiee Gear ede eaataneig grdvittng deducing Meacel gag daseuds mares paused (30,664) 
Goodwill allocated to the sale of the Bakery... 00... eee tenet eees (12,067) 
eS CD) aca do tee cess ests ee se pne ee odie, ty boa adst atanss gtk ae neste ade atanata tionadectaniedele (2,684) 
27,338 
Post-closing adjustments on the sale of the Bakery .. 0.0... . ee eee (1,809) 
Gain on disposal of discontinued operations before income taxes... 01.6.0... cece eee eee 25,529 
Provision for income taxes (ec) 2... cece cece ee ence teen enn eens (14,860) 
Gain on disposal of discontinued operations, net of income taxes .............00008 $ 10,669 
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(a) Represents net proceeds received, which includes the purchase price of $78,500 less transaction closing costs paid 
directly by the Buyer on the Company’s behalf. 


(b) Primarily represents accounts receivable, inventory, prepaid expenses and accounts payable. 
(c) Net properties sold consisted primarily of buildings, equipment and capital leases for transportation equipment. 


(d) Primarily includes the recognition of the Company’s obligation, pursuant to the sale agreement, to provide 
health insurance benefits to the Bakery’s employees through December 31, 2015 of $1,993 and transaction 
closing costs paid directly by the Company. 


(ce) Includes the impact of non-deductible goodwill disposed of as a result of the sale. 


(19) Retirement Benefit Plans 
401(k) Plan 


Subject to certain restrictions, the Company has a 401(k) defined contribution plan (the “401(k) Plan”) for all 
of its employees who meet certain minimum requirements and elect to participate. The 401(k) Plan permits 
employees to contribute up to 75% of their compensation, subject to certain limitations and provides for matching 
employee contributions up to 4% of compensation and for discretionary profit sharing contributions. 


In connection with the matching and profit sharing contributions, the Company recognized compensation 
expense of $5,177, $6,124 and $6,550 in 2016, 2015 and 2014, respectively. 


Pension Plans 


The Wendy’s Company maintains two domestic qualified defined benefit plans, the benefits under which were 
frozen in 1988 and for which The Wendy’s Company has no unrecognized prior service cost. Arby’s employees who 
were eligible to participate through 1988 (the “Eligible Arby’s Employees”) are covered under one of these plans. 
Pursuant to the terms of the Arby’s sale agreement, Wendy’s Restaurants retained the liabilities related to the Eligible 
Arby’s Employees under these plans and received $400 from the buyer for the unfunded liability related to the 
Eligible Arby’s Employees. In conjunction with the sale of Arby’s, Wendy’s Restaurants transferred the liabilities 
related to the Eligible Arby’s Employees to The Wendy’s Company. The measurement date used by The Wendy’s 
Company in determining amounts related to its defined benefit plans is the same as the Company’s fiscal year end. 


The balance of the accumulated benefit obligations and the fair value of the plans’ assets at January 1, 2017 
were $3,609 and $2,641, respectively. As of January 3, 2016, the balance of the accumulated benefit obligations and 
the fair value of the plans’ assets were $3,809 and $2,699, respectively. As of January 1, 2017 and January 3, 2016, 
each of the plans had accumulated benefit obligations in excess of the fair value of the assets of the respective plan. 
The Wendy’s Company recognized $177, $149, and $126 in benefit plan expenses in 2016, 2015 and 2014, 
respectively, which were included in “General and administrative.” The Wendy's Company’s future required 
contributions to the plan are expected to be insignificant. 


Multiemployer Pension Plan 


Prior to the fourth quarter of 2013, the unionized employees at The New Bakery Co. of Ohio, Inc. (the 
“Bakery Company”), a 100% owned subsidiary of Wendy’s, now known as The Bakery Company, LLC, were 
covered by the Bakery and Confectionery Union and Industry International Pension Fund (the “Union Pension 
Fund”), a multiemployer pension plan. The Bakery Company remitted contributions based on hours worked by 
covered, unionized employees pursuant to a collective bargaining agreement that expired on March 31, 2013 and the 
Rehabilitation Plan adopted by the Union Pension Fund in accordance with the provisions of the Pension Protection 
Act of 2006 due to the underfunded status of the plan. 
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In December of 2013, the Bakery Company terminated its participation in the Union Pension Fund and 
formally notified the plan’s trustees of its withdrawal from the plan. The Union Pension Fund administrator 
acknowledged the withdrawal, which required Wendy’s to assume an estimated withdrawal liability of $13,500 based 
on the applicable requirements of the Employee Retirement Income Security Act, as amended, and which was 
included in “Cost of sales” during the fourth quarter of 2013. As a result, Wendy’s made payments to the Union 
Pension Fund aggregating $1,014 during 2014 and 2015 which were recorded as reductions to the withdrawal 
liability. The Bakers Local No. 57, Bakery, Confectionery, Tobacco Workers & Grain Millers International Union of 
America, AFL-CIO (the “Union”) filed a charge with the National Labor Relations Board (the “NLRB”) related to 
the Bakery Company’s withdrawal from the Union Pension Fund. On July 22, 2014, The New Bakery of Zanesville, 
LLC (“Zanesville”), a 100% owned subsidiary of Wendy’s, and the Union entered into a settlement agreement with 
the NLRB. The terms of the settlement include an agreement by Zanesville and the Union to recommence 
negotiations. On March 27, 2015, Zanesville and the Union signed a memorandum of agreement outlining the terms 
for a new collective bargaining agreement, including re-entering the Union Pension Fund and signing the collective 
bargaining agreement on or about May 15, 2015. The terms of the collective bargaining agreement were ratified by 
the Union and became effective upon execution of the collective bargaining agreement. During the first quarter of 
2015, the Company began negotiating the potential sale of the Bakery Company which would result in the buyer 
signing the collective bargaining agreement and re-entering the Union Pension Fund. As a result, the Company 
concluded that its loss contingency for the pension withdrawal payments was no longer probable and, as such, 
reversed $12,486 of the outstanding withdrawal liability to “Cost of sales” during the first quarter of 2015. 


During the second quarter of 2015, with negotiations ongoing, Zanesville and the Union agreed to an 
extension of the May 15, 2015 deadline for re-entering the Union Pension Fund. On May 15, 2015, in preparation 
for the sale of the Bakery, Zanesville merged into the Bakery Company. The Bakery Company was sold on May 31, 
2015 and subsequently the Bakery Company signed the collective bargaining agreement and re-entered the Union 
Pension Fund. As a result of the sale of its membership interest in the Bakery Company, Wendy’s no longer has any 
obligations related to the Union Pension Fund. 


The unionized employees were eligible to participate in the 401(k) Plan from December 5, 2013 through 
May 31, 2015, for which the Company has made contributions. As a result of the sale of the Bakery, the amounts 
described above have been included in “Net income from discontinued operations.” See Note 18 for more 
information on the sale of the Bakery. 


Wendy’s Executive Plans 


In conjunction with the Wendy’s merger, amounts due under supplemental executive retirement plans (the 
“SERP”) were funded into a restricted account. As of January 1, 2011, participation in the SERP was frozen to new 
entrants and future contributions, and existing participants’ balances only earn annual interest. The corresponding 
SERP liabilities have been included in “Accrued expenses and other current liabilities” and “Other liabilities” and, in 
the aggregate, were approximately $3,101 and $3,396 as of January 1, 2017 and January 3, 2016, respectively. 


Pursuant to the terms of the employment agreement that was entered into with our then Chief Executive 
Officer as of September 12, 2011, the Company implemented a non-qualified, unfunded, deferred compensation 
plan. The plan provided that the amount of the executive’s base salary in excess of $1,000 in a tax year will be 
deferred into the plan which accrues employer funded interest. The compensation deferred under the plan was 
distributed to our former Chief Executive Officer during 2016. As of January 3, 2016, the deferred compensation 
liability was included in “Accrued expenses and other current liabilities” and was approximately $524, including both 
employee contributions and employer funded interest. 


Effective January 1, 2017, the Company implemented a non-qualified, unfunded deferred compensation plan 
for management and highly compensated employees, whereby participants may defer all or a portion of their base 
compensation and certain incentive awards on a pre-tax basis. The Company credits the amounts deferred with 
earnings based on the investment options selected by the participants. The Company may also make discretionary 
contributions to the plan. 
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(20) Leases 


At January 1, 2017, Wendy’s and its franchisees operated 6,537 Wendy’s restaurants. Of the 330 Company- 
operated Wendy’s restaurants, Wendy’s owned the land and building for 149 restaurants, owned the building and 
held long-term land leases for 128 restaurants and held leases covering land and building for 53 restaurants. Lease 
terms are generally initially between 15 and 20 years and, in most cases, provide for rent escalations and renewal 
options. Certain leases contain contingent rent provisions that require additional rental payments based upon 
restaurant sales volume in excess of specified amounts. The Company also leases restaurant, office and transportation 
equipment. Certain leases also provide for payments of other costs such as real estate taxes, insurance and common 
area maintenance, which have been excluded from rental expense and future minimum rental payments set forth in 
the tables below. 


As of January 1, 2017, Wendy’s also owned 519 and leased 979 properties that were either leased or subleased 
principally to franchisees. Initial lease terms are generally 20 years and, in most cases, provide for rent escalations and 
renewal options. Certain leases to franchisees also include contingent rent provisions based on sales volume exceeding 
specified amounts. The lessee bears the cost of real estate taxes, insurance and common area maintenance, which have 
been excluded from rental income and future minimum rental receipts set forth in the tables below. 


Rental expense for operating leases consists of the following components: 


Year Ended 
mig «ois 
Rental expense: 
Minimuin rentals... ¢ 2c ai33 0.952844 eles eda ede oa BERS $77,952 $77,606 $76,178 
Contingént rentals’: ci.sccs acters vnege bts d deeseaee bee 18,291 18,270 19,967 
Total rental expense (a) ........... 0.000 $96,243 $95,876 $96,145 


(a) Amounts exclude sublease income of $95,072, $61,618, and $46,743 recognized during 2016, 2015 and 2014, 
respectively. 


Rental income for operating leases and subleases consists of the following components: 


Year Ended 
mie ISS 
Rental income: 
Minimum rentals. ...... 000... cee eee eee eee $123,171 $68,241 $50,249 
Contingent temtalsyiss. scsi ate c dihaeecsss aoe a Sucleelengigrs aha dLecica sie 19,944 18,731 17,745 
Total rental income ..... 0.0... cc cece eee $143,115 $86,972 $67,994 
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The following table illustrates the Company’s future minimum rental payments and rental receipts for non- 
cancelable leases and subleases, including rental receipts for direct financing leases as of January 1, 2017. Rental 
receipts below are presented separately for owned properties and for leased properties based on the classification of the 
underlying lease. 


Rental Payments Rental Receipts 
Capital Operating Capital Operating Owned 

DOV T > serssiciies ech aieachnh aedeaye tie dea pads Pe deabvarth te dcanath webs $ 25,749 $ 74,400 $ 34,841 $ 64,562 $ 52,840 
DMB: * thea arces tan ceantteneaicesecan ita piteos vivo aaanoeeaies eaeedse 26,226 72,080 35,024 64,155 53,013 
DOV sis cece cdneihsied- d-aodsacatinacedeasing whee paire weds es 25,235 71,825 35,120 64,391 53,980 
ZOQO? acid sidacd ia oper sheisheesasndvaleandhc,didaaeelartiacinn eas 25,727 70,831 35,753 64,144 54,573 
QOD. shreedgie aie aay ea aia Aes ee 27,104 70,490 37,180 64,226 56,362 
Thereafter... 0... cee cee eee 418,349 898,439 572,645 849,766 996,857 
Total minimum payments .................. $ 548,390 $1,258,065 $750,563 $1,171,244 $1,267,625 
TOSS INTEREST: ss 0 2 3 sc8 a derkchesarach Grecdra, eyed A BPs _ (336,676) 
Present value of minimum capital lease 

payments @) ai. ee eedee ede iia $ 211,714 


(a) The present value of minimum capital lease payments of $1,902 and $209,812 are included in “Current portion 
of long-term debt” and “Long-term debt,” respectively. 


Properties owned by the Company and leased to franchisees and other third parties under operating leases 


include: 
Year End 
January 1, January 3, 
2017 2016 

Manel « es eee ory ke estes sah es bear eepe gta er een eee eee $ 271,160 $165,667 
Buildings:and improvements 2.2.06. ¢o00ee bes ahw ae pees ea hese eGaenes 312,067 188,621 
Office, restaurant and transportation equipment .............0 0000 eee eee 1,507 1,162 
584,734 355,450 
Accumulated depreciation and amortization 1.1.2.0... 0.0 e cece eee (110,166) (63,476) 


$ 474,568 $291,974 


Our net investment in direct financing leases is as follows: 


Year End 
January 1, January 3, 
nor 2016 
Future minimum rental receipts 6... 0... eee eee eee eee $ 401,452 $ 200,213 
Unearned interest income 1.0... 0... cece cece cece eens eet nenes (277,747) (135,426) 
Net investment in direct financing leases»... 1... 2 eee ee 123,705 64,787 
Net current investment in direct financing leases (a) ......... 0.000 eee eee (101) (25) 
Net non-current investment in direct financing leases (b)..............0.. $123,604 $ 64,762 


(a) Included in “Accounts and notes receivable, net.” 


(b) Included in “Other assets.” 
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(21) Guarantees and Other Commitments and Contingencies 
Guarantees and Contingent Liabilities 
Franchisee Image Activation Incentive Programs 


In order to promote Image Activation new restaurant development, Wendy’s has an incentive program for 
franchisees that provides for reductions in royalty and national advertising payments for up to the first two years of 
operation for qualifying new restaurants opened by December 31, 2020, with the value of the incentives declining in 
the later years of the program. Wendy’s also has incentive programs for 2017 available to franchisees that commence 
Image Activation restaurant remodels by December 15, 2017. The remodel incentive programs provide for reductions 
in royalty payments for one year after the completion of construction. 


In addition, Wendy’s had incentive programs that included reductions in royalty payments in 2016, 2015 and 
2014 as well as cash incentives for franchisees’ participation in Wendy’s Image Activation program throughout 2014. 
The Company recognized expense of $4,369 for cash incentives in “General and administrative” during 2014. 


Franchisee Image Activation Financing Program 


Wendy’s executed an agreement in 2013 to partner with a third-party lender to establish a financing program 
for franchisees that participate in our Image Activation program. Under the program, the lender agreed to provide 
loans to franchisees to be used for the reimaging of restaurants according to the guidelines and specifications under 
Wendy’s Image Activation program. To support the program, Wendy’s provided to the lender a $6,000 irrevocable 
stand-by letter of credit, which was issued on July 1, 2013 and was cash collateralized. During 2016, the Company 
executed an agreement to terminate the letter of credit agreement that had been previously executed as part of the 
financing program. 


Other Loan Guarantees 


Wendy’s provides loan guarantees to various lenders on behalf of franchisees entering into pooled debt facility 
arrangements for new restaurant development and equipment financing to promote systemwide initiatives. Wendy’s 
has accrued a liability for the fair value of these guarantees, the calculation for which was based upon a weighted 
average risk percentage established at the inception of each program which has been adjusted for a history of defaults. 
Wendy’s potential recourse for the aggregate amount of these loans amounted to $955 as of January 1, 2017. As of 
January 1, 2017, the fair value of these guarantees totaled $135 and is included in “Other liabilities.” 


During 2014, Wendy’s provided a C$2,300 guarantee to a lender on behalf of a franchisee, in connection with 
the sale of Canadian restaurants to the franchisee under the Company’s system optimization initiative. As a result, the 
total amount of the guarantee was recorded as a deferred gain in 2014 and is included in “Other liabilities.” 


During 2012, Wendy’s provided a $2,000 guarantee to a lender for a franchisee, in connection with the 
refinancing of the franchisee’s debt which originated in 2007. Pursuant to the agreement, the guarantee is subject to 
an annual reduction over a five year period. As of January 1, 2017, the guarantee totaled $1,317 and Wendy’s has 
accrued a $145 liability for the fair value of this guarantee based upon a weighted average risk percentage established 
at the inception of the guarantee. 


Lease Guarantees 


Wendy’s has guaranteed the performance of certain leases and other obligations, primarily from former 
Company-operated restaurant locations now operated by franchisees, amounting to $62,909 as of January 1, 2017. 
These leases extend through 2050. We have not received any notice of default related to these leases as of January 1, 
2017. In the event of default by a franchise owner, Wendy’s generally retains the right to acquire possession of the 
related restaurant locations. 
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Wendy’s is contingently liable for certain other leases which have been assigned to unrelated third parties who 
have indemnified Wendy’s against future liabilities amounting to $712 as of January 1, 2017. These leases expire on 
various dates through 2021. 


Insurance 


Wendy’s is self-insured for most workers’ compensation losses and purchases insurance for general liability and 
automotive liability losses, all subject to a $500 per occurrence retention or deductible limit. Wendy’s determines its 
liability for claims incurred but not reported for the insurance liabilities on an actuarial basis. As of January 1, 2017, 
the Company had $32,774 recorded for these insurance liabilities. Wendy’s is self-insured for health care claims for 
eligible participating employees subject to certain deductibles and limitations and determines its liability for health 
care claims incurred but not reported based on historical claims runoff data. As of January 1, 2017, the Company had 
$3,265 recorded for these health care insurance liabilities. 


Letters of Credit 


As of January 1, 2017, the Company had outstanding letters of credit with various parties totaling $33,004, of 
which $6,165 were cash collateralized. The outstanding letters of credit include amounts outstanding against the 
Series 2015-1 Class A-1 Notes. The related cash collateral is classified as restricted cash and included in “Restricted 
cash” in the consolidated balance sheet. See Note 6 and Note 11 for further information. We do not expect any 
material loss to result from these letters of credit. 


Purchase and Capital Commitments 
Beverage Agreement 


The Company has an agreement with a beverage vendor, which provides fountain beverage products and 
certain marketing support funding to the Company and its franchisees. This agreement requires minimum purchases 
of fountain syrup (“Syrup”) by the Company and its franchisees at certain agreed upon prices until the total 
contractual gallon volume usage is reached. This agreement also provides for an annual advance to be paid to the 
Company based on the vendor’s expectation of the Company’s annual Syrup usage, which is amortized over actual 
usage during the year. The Company estimates future annual purchases to be approximately $8,900 in 2017, $9,200 
in 2018 and $10,400 per year during the following three years. Based on current pricing and the expected ratio of 
usage at Company-operated restaurants to franchised restaurants, our total beverage purchase requirements under the 
agreement is estimated to be approximately $49,300 over the remaining life of the contract, which expires the later of 
reaching the minimum usage requirement or January 1, 2023. 


Beverage purchases made by the Company under this agreement during 2016, 2015 and 2014 were $12,839, 
$15,720 and $13,918, respectively. As of January 1, 2017, $43 is due to the beverage vendor and is included in 
“Accounts payable,” principally for annual estimated payments that exceeded usage, under this agreement. 


Capital Expenditure Commitments 


As of January 1, 2017, the Company had $11,325 of outstanding commitments, included in “Accounts 
payable,” for capital expenditures expected to be paid in 2017. 
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(22) Transactions with Related Parties 


The following is a summary of transactions between the Company and its related parties, which are included in 
continuing operations: 


Year Ended 
2016 2015 2014 
Transactions with QSCC: 
Wendy's Co-Op (a) 2. :cc0n gad be egacisatohe dette ta ee ccd suave ees ns $ (890) $(1,265) $(1,516) 
Ledse:incomie (b): sec. bcget i kas die habs Gaede Ooee ad Geese eed (193) (185) (185) 
Use of Company-operated aircraft by the Management Company (c) ............ $ — $ — $ (375) 
TimWen lease and management fee payments (d) ........ 00... c eee eee eee $11,602 $11,843 $ 6,064 


Transactions with QSCC 


(a) Wendy’s has a purchasing co-op relationship agreement (the “Wendy’s Co-op”) with its franchisees which 
establishes Quality Supply Chain Co-op, Inc. (“QSCC”). QSCC manages, for the Wendy’s system in the U.S. 
and Canada, contracts for the purchase and distribution of food, proprietary paper, operating supplies and 
equipment under national agreements with pricing based upon total system volume. QSCC’s supply chain 
management facilitates continuity of supply and provides consolidated purchasing efficiencies while monitoring 
and seeking to minimize possible obsolete inventory throughout the Wendy’s supply chain in the U.S. and 
Canada. 


Wendy’s and its franchisees pay sourcing fees to third-party vendors on certain products sourced by QSCC. Such 
sourcing fees are remitted by these vendors to QSCC and are the primary means of funding QSCC’s operations. 
Should QSCC’s sourcing fees exceed its expected needs, QSCC’s board of directors may return some or all of the 
excess to its members in the form of a patronage dividend. Wendy’s recorded its share of patronage dividends of 
$890, $1,265 and $1,516 in 2016, 2015 and 2014, respectively, which are included as a reduction of “Cost of 


sales.” 

(b) Effective January 1, 2011, Wendy’s leased 14,333 square feet of office space to QSCC for an annual base rental 
of $176. The lease expired on December 31, 2016. A new lease agreement was signed effective January 1, 2017, 
expiring on December 31, 2020 for an annual base rental of $215. The Wendy’s Company received $193, $185 
and $185 of lease income from QSCC during 2016, 2015 and 2014, respectively, which has been recorded as a 
reduction of “General and administrative.” 

Use of Company-operated aircraft by the Management Company 


(c) The Wendy’s Company, through a wholly-owned subsidiary, was party to a three-year aircraft management and 
lease agreement, which expired in March 2014, with CitationAir, a subsidiary of Cessna Aircraft Company, 
pursuant to which the Company leased a corporate aircraft to CitationAir to use as part of its Jet Card program 
fleet. During the first quarter of 2014, our Chairman, who was our former Chief Executive Officer, and our Vice 
Chairman, who was our former President and Chief Operating Officer (the “Former Executives”) and a director, 
who was our former Vice Chairman, and members of their immediate families, used their Jet Card agreements for 
business and. personal travel on aircraft in the Jet Card program fleet. A management company formed by the 
Former Executives and a director (the “Management Company”) paid CitationAir directly, and the Company 
received credit from CitationAir for charges related to such travel of approximately $375 during 2014. 


TimWen lease and management fee payments 


(d) A wholly-owned subsidiary of Wendy’s leases restaurant facilities from TimWen for the operation of Wendy’s/ 
Tim Hortons combo units in Canada. Prior to the second quarter of 2015, Wendy’s operated certain of the 
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Wendy’s/Tim Hortons combo units in Canada and subleased some of the restaurant facilities to franchisees. As a 
result of the Company completing its plan to sell all of its Company-operated restaurants in Canada to 
franchisees during the second quarter of 2015, all of the restaurant facilities are subleased to franchisees. Wendy’s 
paid TimWen $11,806, $12,059 and $6,313 under these lease agreements during 2016, 2015 and 2014, 
respectively. In addition, TimWen paid Wendy’s a management fee under the TimWen joint venture agreement 
of $204, $216 and $249 during 2016, 2015 and 2014, respectively, which has been included as a reduction to 
“General and administrative.” 


Other related party transactions 


On June 2, 2015, the Company entered into a stock purchase agreement to repurchase our common stock from 
Nelson Peltz, Peter W. May (Messrs. Peltz and May are members of the Company’s Board of Directors) and 
Edward P. Garden (who served on the Company’s Board of Directors until December 14, 2015) and certain of their 
family members and affiliates, investment funds managed by Trian Fund Management, L.P. (an investment 
management firm controlled by Messrs. Peltz, May and Garden, “TFM”) and the general partner of certain of those 
funds (together with Messrs. Peltz, May and Garden, certain of their family members and affiliates and TFM, the 
“Trian Group”), who in the aggregate owned approximately 24.8% of the Company’s outstanding shares as of 
May 29, 2015. Pursuant to the agreement, the Trian Group agreed not to tender or sell any of its shares in the 
modified Dutch auction tender offer the Company commenced on June 3, 2015. Also pursuant to the agreement, the 
Company agreed, following completion of the tender offer, to purchase from the Trian Group a pro rata amount of its 
shares based on the number of shares the Company purchased in the tender offer, at the same price received by 
shareholders who participated in the tender offer. On July 17, 2015, after completion of the modified Dutch auction 
tender offer, the Company repurchased 18,416 shares of its common stock from the Trian Group at the price paid in 
the tender offer of $11.45 per share, for an aggregate purchase price of $210,867. 


Matthew Peltz served on the ARG Holding Corporation Board of Directors from September 2012 through 
December 2015. He did not receive compensation as a director of ARG Holding Corporation. A subsidiary of the 
Company owns 18.5% of the common stock of ARG Holding Corporation. 


On March 24, 2014, the Company completed the sale of 40 Company-operated restaurants in the Phoenix, 
Arizona market to Arizona Restaurant Company, LLC (“ARC”) as part of the Company’s system optimization 
initiative. John N. Peters, who served as the Company’s Senior Vice President — North America Operations until his 
retirement on March 10, 2014, is a 10% owner and manager of ARC. Pursuant to an Asset Purchase Agreement 
dated November 20, 2013 and related transaction documents: (1) the Company sold to ARC substantially all of the 
assets (other than real property) used in the operation of the restaurants for an aggregate purchase price of 
approximately $21,000 (including inventory, cash banks and franchise and development fees), subject to adjustment 
as set forth in the agreement; (2) the Company and ARC entered into lease and sublease agreements with respect to 
the real property and buildings for the restaurants; and (3) ARC agreed to develop five new restaurants and complete 
Image Activation remodels at seven existing restaurants following the closing. As of December 28, 2014 the Company 
had $27 accrued for amounts owed to Mr. Peters in connection with his employment with the Company, which was 
paid during 2015. 


As part of its overall retention efforts, The Wendy’s Company provided certain of its Former Executives and 
current and former employees, the opportunity to co-invest with The Wendy’s Company in certain investments. 
During 2013, The Wendy's Company and certain of its former management had one remaining co-investment, 
280 BT Holdings LLC (“280 BT”), a limited liability company formed to invest in certain operating entities. In early 
2014, 280 BT received a liquidating distribution following the dissolution of its last investment. Upon receipt of the 
liquidating distribution, 280 BT made a final, equivalent distribution to its members in accordance with the terms of 
its operating agreement. The ownership percentages in 280 BT for the purpose of the distribution and as of 
December 29, 2013 for The Wendy’s Company, the former officers of The Wendy’s Company and other investors 
were 80.1%, 11.2% and 8.7%, respectively. The distribution during the first quarter of 2014 to The Wendy’s 
Company and the former officers of The Wendy’s Company was $22 and $5, respectively. 
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(23) Legal and Environmental Matters 


We are involved in litigation and claims incidental to our current and prior businesses. We provide accruals for 
such litigation and claims when payment is probable and reasonably estimable. As of January 1, 2017, the Company 
had accruals for all of its legal and environmental matters aggregating $1,227. We cannot estimate the aggregate 
possible range of loss due to most proceedings being in preliminary stages, with various motions either yet to be 
submitted or pending, discovery yet to occur, and significant factual matters unresolved. In addition, most cases seek 
an indeterminate amount of damages and many involve multiple parties. Predicting the outcomes of settlement 
discussions or judicial or arbitral decisions is thus inherently difficult. Based on currently available information, 
including legal defenses available to us, and given the aforementioned accruals and our insurance coverage, we do not 
believe that the outcome of these legal and environmental matters will have a material effect on our consolidated 
financial position or results of operations. 


The Company was named as a defendant in a civil complaint that was filed in the U.S. District Court for the 
Middle District of Florida on February 8, 2016 by plaintiff Jonathan Torres. The complaint asserted claims of breach 
of implied contract, negligence and violations of the Florida Unfair and Deceptive Trade Practices Act arising from 
the Company’s alleged failure to safeguard customer credit card information and the alleged failure to provide notice 
that credit card information had been compromised. The complaint sought certification of a putative nationwide class 
of consumers impacted by the alleged failures. The plaintiff sought monetary damages, injunctive and equitable relief, 
attorneys’ fees and other costs. The Company’s motion to dismiss the complaint was granted, without prejudice, on 
July 15, 2016. 


An amended complaint was filed in the same court by plaintiff Jonathan Torres and six additional named 
plaintiffs on July 29, 2016. The amended complaint names the Company’s subsidiary, Wendy’s International, LLC 
(“Wendy’s International”), as the defendant and asserts claims of breach of implied contract, negligence and violations 
of state consumer protection or deceptive trade practices statutes in the states of Florida, New York, New Jersey, 
Mississippi, Tennessee and Texas arising from Wendy’s International’s alleged failure to safeguard customer credit 
card information and the alleged failure to provide notice that credit card information had been compromised. The 
amended complaint also asserts violations of state data breach statutes in Florida, New York, New Jersey, Tennessee 
and Texas based on Wendy’s International’s alleged failure to timely and fully disclose the alleged data breach. The 
amended complaint seeks certification of a putative nationwide class of consumers impacted by the alleged failures, or 
in the alternative, statewide classes for Florida, New York, New Jersey, Mississippi, Tennessee and Texas. The 
plaintiffs seek monetary damages, injunctive and equitable relief, attorneys’ fees and other costs. The Company’s 
motion to dismiss the amended complaint is pending before the court. 


The Company was named as a defendant in a civil complaint that was filed in the U.S. District Court for the 
Western District of Pennsylvania on April 25, 2016 by plaintiff First Choice Federal Credit Union. The complaint 
asserts claims of common law negligence, negligence per se due to the alleged violation of section 5 of the Federal 
Trade Commission Act, and declaratory and injunctive relief. All of these claims are based on the allegations arising 
from the Company’s alleged failure to safeguard customer credit card information and the alleged failure to provide 
notice that credit card information had been compromised. The complaint sought certification of a putative 
nationwide class of banks, credit unions, financial institutions and other entities in the United States impacted by the 
alleged failures. The plaintiff sought monetary damages, a declaratory judgment, injunctive relief, attorneys’ fees and 
other costs. 


The Company was named as a defendant in four other civil complaints filed by financial institutions in the 
US. District Court for the Western District of Pennsylvania based on the allegations arising from the Company’s 
alleged failure to safeguard customer credit card information and the alleged failure to provide notice that credit card 
information had been compromised. These cases were consolidated into the First Choice Federal Credit Union case. 


An amended civil complaint was filed in the consolidated proceeding in the U.S. District Court for the Western 
District of Pennsylvania on July 22, 2016 naming the Company and two of its subsidiaries as defendants. The 
amended complaint was brought by 22 financial institutions and five association plaintiffs (representing members 
who are credit unions and other similar financial institutions). The amended complaint asserts claims of common law 
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negligence, negligence per se due to the alleged violation of section 5 of the Federal Trade Commission Act, violation 
of the Ohio Deceptive Trade Practices Act, and declaratory and injunctive relief. The amended complaint also seeks 
certification of a putative nationwide class of banks, credit unions, financial institutions and other entities in the 
United States impacted by the alleged failures. The plaintiffs seek monetary damages, a declaratory judgment, 
injunctive relief, attorneys’ fees and other costs. The Company’s motion to dismiss the amended complaint is pending 
before the court. 


The Company believes it has meritorious defenses to each of the actions described above and intends to 
vigorously oppose the claims asserted in each of the complaints. 


Certain of the Company’s present and former directors, and one non-director executive officer of the 
Company, were named as defendants in a putative shareholder derivative complaint that was filed in the U.S. District 
Court for the Southern District of Ohio on December 16, 2016 by plaintiff James Graham. The Company was also 
named as a nominal defendant. The complaint asserts claims of breach of fiduciary duty, waste of corporate assets, 
unjust enrichment and gross mismanagement arising out of the credit card incidents described above. The plaintiff 
seeks an accounting for all damages incurred or that will be incurred as a result of the alleged wrongful acts or 
omissions, a judgment directing the Company to reform its governance and internal procedures, restitution and 
disgorgement, attorneys’ fees and other costs. 


(24) Advertising Costs and Funds 


We currently participate in two national advertising funds (the “Advertising Funds”) established to collect and 
administer funds contributed for use in advertising and promotional programs. Contributions to the Advertising 
Funds are required from both Company-operated and franchised restaurants and are based on a percentage of 
restaurant sales. In addition to the contributions to the various Advertising Funds, Company-operated and franchised 
restaurants make additional contributions to other local and regional advertising programs. 


Restricted assets and related liabilities of the Advertising Funds at January 1, 2017 and January 3, 2016 were as 
follows: 


Year End 
January 1, January 3, 
207 ants 

Cash:and ‘cashsequivalénts wasn sneleeee ee eaeee ee Aeee Laos dee Shalala $19,359 $13,704 
Accounts and notes receivable, net... 0.0... ce ccc cee eee e eens 49,983 50,231 
OEE RASSE1S, <5 a cicas wah eee eee ete ae ee eee Se se 6,418 3,464 

Totalassets. 22 iiGohs reseed ikea deh aca kets s Seek saa ade Sees $75,760 $67,399 
Accountsspayablé: ..4....6033c4noead eda benae ogetiee Lehane oadSe Podet $ 8,362 $ 3,872 
Accrued expenses and other current liabilities ..... 00.0.0... eee eee eee 71,068 64,603 
Member's: deficit siceeacess-ahs doses ieee dndalg tel wala MEO Tele GA ee ea doh catedonas (3,670) (1,076) 

Total liabilities and deficit 2.0... ccc ccc ccc eee teen eens $75,760 $67,399 


Our advertising expenses in 2016, 2015 and 2014 totaled $41,064, $64,312 and $73,454, respectively. 
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(In Thousands Except Per Share Amounts) 


(25) Geographic Information 


The table below presents revenues and properties information by geographic area: 


us. 
2016 
Revenues «a0 i5 oe We Neate oA Obs de bake ed es $1,373,345 
PROpertles 2ccedacoeet coma aed et end iaetn eee pars 4 1,162,006 
2015 
REVENUES: 3:35 ooh nek AN Seca aed Ce eee eS $1,749,131 
PROperties: dienes ohne wean 2564 basiealek de haees are iS 1,198,553 
2014 
REVENUES! 8 osc.cin'n k Kaha A Ss Ae eee elas $1,734,164 
Properties vas. hii ete eees deo ts tee tee boas 1,202,545 


(26) Quarterly Financial Information (Unaudited) 


Other 
Canada International Total 
$ 45,959 $16,114 $1,435,418 
30,257 76 1,192,339 
$104,003 $17,163 $1,870,297 
29,296 95 1,227,944 
$247,792 $16,546 $1,998,502 
38,538 87 1,241,170 


The tables below set forth summary unaudited consolidated quarterly financial information for 2016 and 2015. 
The Company reports on a fiscal year typically consisting of 52 or 53 weeks ending on the Sunday closest to 
December 31. All of the Company’s fiscal quarters in 2016 contained 13 weeks. During 2015, the Company’s first, 


second and third fiscal quarters contained 13 weeks and the Company’s fourth quarter contained 14 weeks. 


2016 Quarter Ended (a) 


April 3 July 3 October 2 
RReVeMUes 52. sonta rots a ete antag tu bear $378,787 $382,718 $364,012 
Cost Of sales: 2% 65-30 8. ctessideeletee ania d ce edinaae ae 214,736 202,554 186,546 
Operating profit.:. .45lssesspecelawoe earn te 63,829 65,648 106,088 
Net Income s.s25 cik8 odo Aricent beacbe ee deeare $ 25,363 $ 26,480 $ 48,890 
Basic income per share ......... 00. sees ee eee ee $ 09 $ 10 = $ 19 
Diluted income per share .......... 0000s eee eee $ 09 $ 10 = $ 18 
2015 Quarter Ended (b) 
March 29 June 28 September 27 
REVENUES: anvic acid doe te iin etek Oban $451,769 $489,534 $464,629 
CostOF Sales: oi seed esate dsee Ga atone bungee Bae 305,111 315,122 291,524 
Operating profit... 2... 0... eee eee eee eee 37,911 64,308 55,939 
Income from continuing operations ............ 18,150 24,825 8,323 
Net income (loss) from discontinued operations .. 9,357 15,370 (739) 
NGtANGOME: jis yeds Oe ea tats wweetanae $ 27,507 $ 40,195 $ 7,584 
Basic income (loss) per share: 
Continuing operations ................4. $ 05 $ 07 $ .03 
Discontinued operations ................ .03 04 — 
Net income: 2).5 5 sceiacee aamusepiw aah ate $ 08 $ All $ .03 
Diluted income (loss) per share: 
Continuing operations .................. $ 05 $ .07 $ .03 
Discontinued operations ................ .03 04 — 
Net 1ncOme 15.2 s75-15:9 4 sca ease ak bis enna $ 07 $ li $ .03 


January 1 


$309,901 
140,865 
79,215 
$ 28,891 
$ lel 
$ ll 


January 3 


$464,365 
272,316 
116,312 
88,681 
(2,825) 

$ 85,856 


$ 32 
(.01) 
$ 31 


$ 32 
(.01) 
$ 31 


(a) The Company’s consolidated statements of operations in fiscal 2016 were materially impacted by system 


optimization gains, net, reorganization and realignment costs, impairment of long-lived assets and a gain 
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(b 


=? 


recognized on a lease buyout. The pre-tax impact of system optimization gains, net for the first, third and fourth 
quarters was $8,426, $37,756 and $23,825, respectively (see Note 2 for additional information). The pre-tax 
impact of reorganization and realignment costs for the first, second, third and fourth quarters was $3,250, 
$2,487, $2,129 and $2,217, respectively (see Note 4 for additional information). The pre-tax impact of 
impairment of long-lived assets during the first, second and fourth quarters was $7,105, $5,525 and $3,250, 
respectively (see Note 16 for additional information). The pre-tax impact of a gain recognized on a lease buyout 
during the first quarter was $11,606. 


The Company’s consolidated statements of operations in fiscal 2015 were materially impacted by system 
optimization gains, net, reorganization and realignment costs, impairment of long-lived assets and loss on early 
extinguishment of debt. The pre-tax impact of system optimization gains, net for the second and fourth quarters 
was $15,654 and $59,258, respectively (see Note 2 for additional information). The pre-tax impact of 
reorganization and realignment costs for the first, second, third and fourth quarters was $4,613, $6,279, $5,754 
and $5,264, respectively (see Note 4 for additional information). The pre-tax impact of impairment of long-lived 
assets during the second and fourth quarters was $10,018 and $11,533, respectively (see Note 16 for additional 
information). The pre-tax impact of loss on early extinguishment of debt during the second quarter was $7,295 
(see Note 11 for additional information). Additionally, the Company’s consolidated statements of operations 
were materially affected during the fourth quarter by a $54,911 dividend from our investment in Arby’s, which 
was recognized in investment income, net (see Note 17 for additional information). 
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure. 


Not applicable. 


Item 9A. Controls and Procedures. 


Evaluation of Disclosure Controls and Procedures 


The management of the Company, under the supervision and with the participation of the Chief Executive 
Officer and Chief Financial Officer, evaluated the effectiveness of the design and operation of its disclosure controls 
and procedures (as defined in Rules 13a-15(e) or 15d-15(e) under the Securities Exchange Act of 1934, as amended 
(the “Exchange Act”)), as of January 1, 2017. Based on such evaluations, the Chief Executive Officer and Chief 
Financial Officer concluded that as of January 1, 2017, the disclosure controls and procedures of the Company were 
effective at a reasonable assurance level in (1) recording, processing, summarizing and reporting, on a timely basis, 
information required to be disclosed by the Company in the reports that it files or submits under the Exchange Act 
and (2) ensuring that information required to be disclosed by the Company in such reports is accumulated and 
communicated to management, including the Chief Executive Officer and Chief Financial Officer, as appropriate to 
allow timely decisions regarding required disclosure. 


Management's Report on Internal Control Over Financial Reporting 


The management of the Company is responsible for establishing and maintaining adequate internal control 
over financial reporting (as defined in Rule 13a-15(f) of the Exchange Act). The management of the Company, under 
the supervision and with the participation of the Chief Executive Officer and Chief Financial Officer, carried out an 
assessment of the effectiveness of its internal control over financial reporting for the Company as of January 1, 2017. 
The assessment was performed using the criteria for effective internal control reflected in the Internal Control — 
Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission 
(COSO). 


Based on the assessment of the system of internal control for the Company, the management of the Company 
believes that as of January 1, 2017, internal control over financial reporting of the Company was effective. 


Our independent registered public accounting firm, Deloitte & Touche LLP, has issued an attestation report 
dated March 2, 2017 on the Company’s internal control over financial reporting. 


Changes in Internal Control Over Financial Reporting 


There were no changes in the internal control over financial reporting of the Company during the fourth 
quarter of 2016 that materially affected, or are reasonably likely to materially affect, its internal control over financial 
reporting. 


Inherent Limitations on Effectiveness of Controls 


There are inherent limitations in the effectiveness of any control system, including the potential for human 
error and the possible circumvention or overriding of controls and procedures. Additionally, judgments in decision- 
making can be faulty and breakdowns can occur because of a simple error or mistake. An effective control system can 
provide only reasonable, not absolute, assurance that the control objectives of the system are adequately met. 
Accordingly, the management of the Company, including its Chief Executive Officer and Chief Financial Officer, 
does not expect that the control system can prevent or detect all error or fraud. Finally, projections of any evaluation 
or assessment of effectiveness of a control system to future periods are subject to the risks that, over time, controls may 
become inadequate because of changes in an entity's operating environment or deterioration in the degree of 
compliance with policies or procedures. 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


To the Board of Directors and Stockholders of 
The Wendy’s Company 
Dublin, Ohio 


We have audited the internal control over financial reporting of The Wendy’s Company and subsidiaries (the 
“Company”) as of January 1, 2017, based on criteria established in Internal Control — Integrated Framework 
(2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission. The Company’s 
management is responsible for maintaining effective internal control over financial reporting and for its assessment of 
the effectiveness of internal control over financial reporting, included in the accompanying Management’s Report on 
Internal Control Over Financial Reporting. Our responsibility is to express an opinion on the Company’s internal 
control over financial reporting based on our audit. 


We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether effective internal control over financial reporting was maintained in all material respects. Our audit included 
obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness 
exists, testing and evaluating the design and operating effectiveness of internal control based on the assessed risk, and 
performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides 
a reasonable basis for our opinion. 


A company’s internal control over financial reporting is a process designed by, or under the supervision of, the 
company’s principal executive and principal financial officers, or persons performing similar functions, and effected 
by the company’s board of directors, management, and other personnel to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with 
generally accepted accounting principles. A company’s internal control over financial reporting includes those policies 
and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect 
the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are 
recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting 
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations 
of management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely 
detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on 
the financial statements. 


Because of the inherent limitations of internal control over financial reporting, including the possibility of 
collusion or improper management override of controls, material misstatements due to error or fraud may not be 
prevented or detected on a timely basis. Also, projections of any evaluation of the effectiveness of the internal control 
over financial reporting to future periods are subject to the risk that the controls may become inadequate because of 
changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate. 


In our opinion, the Company maintained, in all material respects, effective internal control over financial 
reporting as of January 1, 2017, based on the criteria established in Internal Control — Integrated Framework 
(2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission. 


We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), the Company’s consolidated financial statements as of and for the year ended January 1, 2017 and 
our report dated March 2, 2017, expressed an unqualified opinion on those financial statements. 


/s/ Deloitte & Touche LLP 
Columbus, Ohio 
March 2, 2017 
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Item 9B. Other Information. 


None. 


PART III 


Items 10, 11, 12, 13 and 14. 


The information required by Items 10, 11, 12, 13 and 14 will be furnished on or prior to May 1, 2017 (and is 
hereby incorporated by reference) by an amendment hereto or pursuant to a definitive proxy statement involving the 
election of directors pursuant to Regulation 14A that will contain such information. Notwithstanding the foregoing, 
information appearing in the sections “Compensation Committee Report” and “Audit Committee Report” shall not 
be deemed to be incorporated by reference in this Form 10-K. 


PART IV 


Item 15. Exhibits and Financial Statement Schedules. 
(a) 1. Financial Statements: 
See Index to Financial Statements (Item 8). 
2. Financial Statement Schedules: 


All schedules have been omitted since they are either not applicable or the information is contained elsewhere in 
“Item 8. Financial Statements and Supplementary Data.” 
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3. Exhibits: 


Exhibits that are incorporated by reference to documents filed previously by the Company under the Securities 
Exchange Act of 1934, as amended, are filed with the Securities and Exchange Commission under File 
No. 001-02207, or File No. 001-08116 for documents filed by Wendy’s International, Inc. Copies of certain exhibits 
to this Form 10-K and such previously filed documents are available free of charge on our website at 
www.aboutwendys.com. Copies of exhibits to this Form 10-K that are not filed herewith and are unavailable on our 
website are instead available at a charge of $.25 per page upon written request to the Secretary of The Wendy's 
Company at One Dave Thomas Boulevard, Dublin, Ohio 43017. 


EXHIBIT 

NO. DESCRIPTION 

2.1 Agreement and Plan of Merger, dated as of April 23, 2008, by and among Triarc Companies, Inc., 
Green Merger Sub, Inc. and Wendy’s International, Inc., incorporated herein by reference to 
Exhibit 2.1 to Triarc’s Current Report on Form 8-K dated April 29, 2008 (SEC file no. 001-02207). 

2.2 Side Letter Agreement, dated August 14, 2008, by and among Triarc Companies, Inc., Green Merger 
Sub, Inc. and Wendy’s International, Inc., incorporated herein by reference to Exhibit 2.3 to Triarc’s 
Registration Statement on Form S-4, Amendment No. 3, filed on August 15, 2008 
(Reg. no. and SEC file no. 333-151336). 

2.3 Purchase and Sale Agreement, dated as of June 13, 2011, by and among Wendy’s/Arby’s Restaurants, 


LLC, ARG Holding Corporation and ARG IH Corporation, incorporated herein by reference to 
Exhibit 2.1 of the Wendy’s/ Arby’s Group, Inc. and Wendy’s/Arby’s Restaurants, LLC Current Reports 
on Form 8-K filed on June 13, 2011 (SEC file nos. 001-02207 and 333-161613, respectively). 


2.4 Closing letter dated as of July 1, 2011 by and among Wendy’s/Arby’s Restaurants, LLC, ARG Holding 
Corporation, ARG IH Corporation, and Roark Capital Partners H, LP, incorporated by reference to 
Exhibit 2.2 of the Wendy’s/ Arby’s Group, Inc. and Wendy’s/Arby’s Restaurants, LLC Current Reports 
on Form 8-K filed on July 8, 2011 (SEC file nos. 001-02207 and 333-161613, respectively). 


3.1 Amended and Restated Certificate of Incorporation of The Wendy’s Company, as filed with the 
Secretary of State of the State of Delaware on May 26, 2016, incorporated herein by reference to 
Exhibit 3.1 of The Wendy’s Company Current Report on Form 8-K filed on May 27, 2016 
(SEC file no. 001-02207). 


3.2 By-Laws of The Wendy's Company (as amended and restated through May 26, 2016), incorporated 
herein by reference to Exhibit 3.2 of The Wendy's Company Form 10-Q for the quarter ended 
July 3, 2016 (SEC file no. 001-02207). 


4.1 Base Indenture, dated as of June 1, 2015, by and between Wendy’s Funding, LLC, as Master Issuer, and 
Citibank, N.A., as Trustee and Securities Intermediary, incorporated herein by reference to Exhibit 4.1 
of The Wendy's Company Current Report on Form 8-K filed on June 2, 2015 
(SEC file no. 001-02207). 


4.2 Series 2015-1 Supplement to Base Indenture, dated as of June 1, 2015, by and between Wendy’s 
Funding, LLC, as Master Issuer of the Series 2015-1 fixed rate senior secured notes, Class A-2, and 
Series 2015-1 variable funding senior notes, Class A-1, and Citibank, N.A., as Trustee and Series 
2015-1 Securities Intermediary, incorporated herein by reference to Exhibit 4.2 of The Wendy’s 
Company Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 


4.3 First Supplement, dated as of February 10, 2017, to the Base Indenture, dated as of June 1, 2015, by 
and between Wendy’s Funding, LLC, as Master Issuer, and Citibank, N.A., as Trustee and Securities 
Intermediary.* 


10.1 Triarc Companies, Inc. Amended and Restated 1998 Equity Participation Plan, incorporated herein by 
reference to Exhibit 10.3 to Triarc’s Current Report on Form 8-K filed on May 19, 2005 
(SEC file no. 001-02207).** 
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10.6 


10.11 


10.12 


10.13 


10.14 


10.15 
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DESCRIPTION 


Form of Non-Incentive Stock Option Agreement under the Triarc Companies, Inc. Amended and 
Restated 1998 Equity Participation Plan, incorporated herein by reference to Exhibit 10.2 to Triarc’s 
Current Report on Form 8- K filed on May 13, 1998 (SEC file no. 001-02207).** 


Wendy’s/Arby’s Group, Inc. Amended and Restated 2002 Equity Participation Plan, as amended, 
incorporated herein by reference to Exhibit 10.5 to Wendy’s/Arby’s Group’s Form 10-K for the fiscal 
year ended December 28, 2008 (SEC file no. 001-02207).** 


Form of Non-Incentive Stock Option Agreement under the Wendy’s/Arby’s Group, Inc. Amended and 
Restated 2002 Equity Participation Plan, as amended, incorporated herein by reference to Exhibit 99.6 
to Wendy’s/Arby’s Group’s Current Report on Form 8-K filed on December 22, 2008 
(SEC file no. 001-02207).** 


Form of Restricted Stock Agreement under the Wendy’s/Arby’s Group, Inc. Amended and Restated 
2002 Equity Participation Plan, as amended, incorporated herein by reference to Exhibit 10.7 to 
Wendy’s/Arby’s Group’s Form 10-K for the fiscal year ended December 28, 2008 
(SEC file no. 001-02207).** 


Form of Non-Employee Director Restricted Stock Award Agreement under the Wendy’s/Arby’s Group, 
Inc. Amended and Restated 2002 Equity Participation Plan, incorporated herein by reference to 
Exhibit 10.7 to Wendy’s/ Arby’s Group’s Form 10-Q for the quarter ended June 28, 2009 
(SEC file no. 001-02207).** 


Form of Non-Incentive Stock Option Agreement under the Wendy’s/Arby’s Group, Inc. Amended and 
Restated 2002 Equity Participation Plan, as amended, incorporated herein by reference to Exhibit 10.1 
to Wendy’s/Arby’s Group’s Form 10-Q for the quarter ended September 27, 2009 
(SEC file no. 001-02207).** 


Form of Restricted Share Unit Award Agreement under the Wendy’s/Arby’s Group, Inc. Amended and 
Restated 2002 Equity Participation Plan, as amended, incorporated herein by reference to Exhibit 10.2 
to Wendy’s/Arby’s Group’s Form 10-Q for the quarter ended September 27, 2009 
(SEC file no. 001-02207).** 


Wendy’s/Arby’s Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Annex A 
of the Wendy’s/Arby’s Group, Inc. Definitive 2010 Proxy Statement (SEC file no. 001-02207).** 


First Amendment to Wendy’s/Arby’s Group, Inc. 2010 Omnibus Award Plan, incorporated herein by 
reference to Exhibit 10.2 to The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 
(SEC file no. 001-02207).** 


Second Amendment to The Wendy’s Company 2010 Omnibus Award Plan, incorporated herein by 
reference to Exhibit 10.3 to The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 
(SEC file no. 001-02207).** 


Form of Non-Incentive Stock Option Award Agreement for 2012 under the Wendy’s/Arby’s Group, 
Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.3 of The Wendy’s 
Company Form 10-Q for the quarter ended July 1, 2012 (SEC file no. 001-02207).* 


Form of Long Term Performance Unit Award Agreement for 2013 under the Wendy’s/Arby’s Group, 
Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.2 of The Wendy’s 
Company Form 10-Q for the quarter ended September 29, 2013 (SEC file no. 001-02207).** 


Form of Long Term Performance Unit Award Agreement for 2014 under the Wendy’s/Arby’s Group, 
Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy’s 
Company Form 10-Q for the quarter ended March 30, 2014 (SEC file no. 001-02207).** 


Form of Long Term Performance Unit Award Agreement for 2015 under the Wendy’s/Arby’s Group, 
Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy’s 
Company Form 10-Q for the quarter ended March 29, 2015 (SEC file no. 001-02207).** 


10.17 


10.18 


10.19 


10.20 


10.21 


10.22 


10.23 


10.24 


10.25 


10.26 


10.27 


10.28 


10.29 


DESCRIPTION 


Form of Long Term Performance Unit Award Agreement for 2016 under The Wendy’s Company 2010 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company 
Form 10-Q for the quarter ended April 3, 2016 (SEC file no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement for 2013 (ratable vesting) under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.3 of 
The Wendy’s Company Form 10- Q for the quarter ended June 30, 2013 (SEC file no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement for 2013 (cliff vesting) under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.4 of 
The Wendy’s Company Form 10- Q for the quarter ended June 30, 2013 (SEC file no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement for 2014 (version 1) under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.21 of 
The Wendy's Company Form 10-K for the fiscal year ended December 28, 2014 
(SEC file no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement for 2014 (version 2) under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.22 of 
The Wendy's Company Form 10-K for the fiscal year ended December 28, 2014 
(SEC file no. 001-02207).** 


Form of Non-Employee Director Restricted Stock Award Agreement under the Wendy’s/Arby’s Group, 
Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.7 to Wendy’s/Arby’s 
Group’s Form 10-Q for the quarter ended July 4, 2010 (SEC file no. 001-02207).** 


Form of Non-Employee Director Restricted Stock Award Agreement for 2013 under the Wendy’s/ 
Arby’s Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.5 of 
The Wendy’s Company Form 10-Q for the quarter ended June 30, 2013 (SEC file no. 001-02207).** 


Wendy’s International, Inc. 2007 Stock Incentive Plan, incorporated herein by reference to Annex C to 
the Wendy’s International, Inc. Definitive 2007 Proxy Statement, dated March 12, 2007 
(SEC file no. 001-08116).** 


First Amendment to the Wendy’s International, Inc. 2007 Stock Incentive Plan, incorporated herein by 
reference to Exhibit 10(d) of the Wendy’s International, Inc. Form 10-Q for the quarter ended 
September 30, 2007 (SEC file no. 001-081 16).** 


Amendments to the Wendy’s International, Inc. 2007 Stock Incentive Plan, incorporated herein by 
reference to Exhibit 10.15 to Wendy’s/Arby’s Group’s Form 10-K for the fiscal year ended 
December 28, 2008 (SEC file no. 001-02207).** 


Form of Stock Option Award Letter for U.S. Grantees under the Wendy’s International, Inc. 2007 
Stock Incentive Plan, incorporated herein by reference to Exhibit 10.3 to Wendy’s/Arby’s Group’s 
Form 10-Q for the quarter ended September 27, 2009 (SEC file no. 001-02207).** 


Form of Stock Unit Award Agreement under the Wendy’s International, Inc. 2007 Stock Incentive 
Plan, incorporated herein by reference to Exhibit 10.4 to Wendy’s/Arby’s Group’s Form 10-Q for the 
quarter ended September 27, 2009 (SEC file no. 001-02207).** 


Form of letter amending non-qualified stock options granted under the Wendy’s International, Inc. 
2007 Stock Incentive Plan on May 1, 2007 and May 1, 2008 to certain former directors of Wendy’s 
International, Inc. incorporated herein by reference to Exhibit 10.5 to Wendy’s/Arby’s Group’s 
Form 10-Q for the quarter ended September 27, 2009 (SEC file no. 001-02207).** 


Wendy’s International, Inc. Supplemental Executive Retirement Plan, incorporated herein by reference 
to Exhibit 10(f) of the Wendy’s International, Inc. Form 10-K for the fiscal year ended 
December 29, 2002 (SEC file no. 001-08116).** 
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10.31 


10.32 


10.33 


10.34 
10.35 


10.36 


10.37 


10.38 


10.39 


10.40 


10.41 


10.42 


122 


DESCRIPTION 


First Amendment to the Wendy’s International, Inc. Supplemental Executive Retirement Plan, 
incorporated herein by reference to Exhibit 10(f) of the Wendy’s International, Inc. Form 10-K for the 
fiscal year ended December 31, 2006 (SEC file no. 001-08116).** 


Amended and Restated Wendy’s International, Inc. Supplemental Executive Retirement Plan No. 2, 
incorporated herein by reference to Exhibit 10.24 to Wendy’s/Arby’s Group’s Form 10-K for the fiscal 
year ended January 3, 2010 (SEC file no. 001-02207).** 


Amended and Restated Wendy’s International, Inc. Supplemental Executive Retirement Plan No. 3, 
incorporated herein by reference to Exhibit 10.25 to Wendy’s/Arby’s Group’s Form 10-K for the fiscal 
year ended January 3, 2010 (SEC file no. 001-02207).** 


Wendy’s International, LLC Executive Severance Pay Policy, effective as of December 14, 2015, 
incorporated herein by reference to Exhibit 10.41 to The Wendy’s Company Form 10-K for the fiscal 
year ended January 3, 2016 (SEC file no. 001-02207).** 
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Wendy’s International, LLC Deferred Compensation Plan, effective as of January 1, 201 


Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, effective as of 
May 28, 2009, incorporated herein by reference to Exhibit 10.6 to Wendy’s/Arby’s Group’s Form 10-Q 
for the quarter ended June 28, 2009 (SEC file no. 001-02207).** 


Amendment No. 1 to the Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, 
effective as of May 27, 2010, incorporated herein by reference to Exhibit 10.9 to Wendy’s/Arby’s 
Group’s Form 10-Q for the quarter ended July 4, 2010 (SEC file no. 001-02207).** 


Amendment No. 2 to the Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, 
incorporated herein by reference to Exhibit 10.6 of The Wendy’s Company Form 10-Q for the quarter 
ended June 30, 2013 (SEC file no. 001-02207).** 


2015-1 Class A-2 Note Purchase Agreement, dated as of May 19, 2015, by and among The Wendy’s 
Company, the subsidiaries of The Wendy’s Company party thereto and Guggenheim Securities, LLC, 
acting on behalf of itself and as the representative of the initial purchasers, incorporated herein by 
reference to Exhibit 10.1 of The Wendy’s Company Current Report on Form 8-K filed on May 20, 
2015 (SEC file no. 001-02207). 


Class A-1 Note Purchase Agreement, dated as of June 1, 2015, by and among Wendy’s Funding, LLC, 
as Master Issuer, each of Quality Is Our Recipe, LLC, Wendy’s Properties, LLC, Wendy’s SPV 
Guarantor, LLC, as Guarantor, Wendy’s International, LLC, as Manager, the conduit investors party 
thereto, the financial institutions party thereto, certain funding agents, and Codperatieve Centrale 
Raiffeisen-Boerenleenbank, B.A., “Rabobank Nederland,” New York Branch, as L/C Provider, 
Swingline Lender and Administrative Agent, incorporated herein by reference to Exhibit 10.1 of 
The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 


Guarantee and Collateral Agreement, dated as of June 1, 2015, by and among Quality Is Our Recipe, 
LLC, Wendy’s Properties, LLC, Wendy’s SPV Guarantor, LLC, each as a Guarantor, in favor of 
Citibank, N.A., as Trustee, incorporated herein by reference to Exhibit 10.2 to The Wendy’s Company 
Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 


Management Agreement, dated as of June 1, 2015, by and among Wendy’s Funding, LLC, Quality Is 
Our Recipe, LLC, Wendy’s Properties, LLC, Wendy’s SPV Guarantor, LLC, Wendy’s International, 
LLC, as Manager, and Citibank, N.A., as Trustee, incorporated herein by reference to Exhibit 10.3 to 
The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 


Stock Purchase Agreement, dated as of June 2, 2015, by and between The Wendy’s Company and the 
persons listed on Schedule I thereto, incorporated herein by reference to Exhibit 10.1 to The Wendy’s 
Company Current Report on Form 8-K filed on June 3, 2015 (SEC file no. 001-02207). 
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DESCRIPTION 


Assignment of Rights Agreement between Wendy’s International, Inc. and Mr. R. David Thomas, 
incorporated herein by reference to Exhibit 10(c) of the Wendy’s International, Inc. Form 10-K for the 
fiscal year ended December 31, 2000 (SEC file no. 001-08116). 


Form of Guaranty Agreement dated as of March 23, 1999 among National Propane Corporation, 
Triarc Companies, Inc. and Nelson Peltz and Peter W. May, incorporated herein by reference to 
Exhibit 10.30 to Triarc’s Annual Report on Form 10-K for the fiscal year ended January 3, 1999 (SEC 
file no. 001-02207). 


Indemnity Agreement, dated as of October 25, 2000 between Cadbury Schweppes plc and Triarc 
Companies, Inc., incorporated herein by reference to Exhibit 10.1 to Triarc’s Current Report on 
Form 8-K filed on November 8, 2000 (SEC file no. 001-02207). 


Separation Agreement, dated as of April 30, 2007, between Triarc Companies, Inc. and Nelson Peltz, 
incorporated herein by reference to Exhibit 10.3 to Triarc’s Current Report on Form 8-K filed on 
April 30, 2007 (SEC file no. 001-02207).** 


Letter Agreement dated as of December 28, 2007, between Triarc Companies, Inc. and Nelson Peltz., 
incorporated herein by reference to Exhibit 10.2 to Triarc’s Current Report on Form 8-K filed on 
January 4, 2008 (SEC file no. 001-02207).** 


Separation Agreement, dated as of April 30, 2007, between Triarc Companies, Inc. and Peter W. May, 
incorporated herein by reference to Exhibit 10.4 to Triarc’s Current Report on Form 8-K filed on 
April 30, 2007 (SEC file no. 001-02207).** 


Letter Agreement dated as of December 28, 2007, between Triarc Companies, Inc. and Peter W. May, 
incorporated herein by reference to Exhibit 10.3 to Triarc’s Current Report on Form 8-K filed on 
January 4, 2008 (SEC file no. 001-02207).** 


Agreement dated June 10, 2009 between Wendy’s/Arby’s Group, Inc. and Trian Fund Management, 
L.P., incorporated herein by reference to Exhibit 10.1 to Wendy’s/Arby’s Group’s Current Report on 
Form 8-K filed on June 11, 2009 (SEC file no. 001-02207). 


Liquidation Services Agreement dated June 10, 2009 between Wendy’s/Arby’s Group, Inc. and Trian 
Fund Management, L.P., incorporated herein by reference to Exhibit 10.2 to Wendy’s/Arby’s Group’s 
Current Report on Form 8-K filed on June 11, 2009 (SEC file no. 001-02207). 


Letter from Trian Fund Management, L.P. (“Trian Partners”) dated as of March 31, 2011 regarding the 
Agreement and the Liquidation Services Agreement each dated as of June 10, 2009 between Wendy’s/ 
Arby’s Group, Inc. and Trian Partners, incorporated herein by reference to Exhibit 10.2 of the 
Wendy’s/Arby’s Group, Inc. Form 10-Q for the quarter ended April 3, 2011 (SEC file no. 001-02207). 


Acknowledgment letter dated as of March 31, 2011 from Wendy’s/Arby’s Group, Inc. to Trian Fund 
Management, L.P. (“Trian Partners”) regarding the Agreement and the Liquidation Services Agreement 
each dated as of June 10, 2009 between Wendy’s/Arby’s Group, Inc. and Trian Partners, incorporated 
herein by reference to Exhibit 10.3 of the Wendy’s/Arby’s Group, Inc. Form 10-Q for the quarter 
ended April 3, 2011 (SEC file no. 001-02207). 


Assignment and Assumption of Lease, dated as of June 30, 2007, between Triarc Companies, Inc. and 
Trian Fund Management, L.P., incorporated herein by reference to Exhibit 10.1 to Triarc’s Current 
Report on Form 8-K filed on August 10, 2007 (SEC file no. 001-02207). 


Agreement of Sublease between Triarc Companies, Inc. and Trian Fund Management, L.P., 
incorporated herein by reference to Exhibit 10.4 to Triarc’s Current Report on Form 8-K filed on 
August 10, 2007 (SEC file no. 001-02207). 


First Amendment to Agreement of Sublease between Wendy’s/Arby’s Group, Inc. (f/k/a Triarc 
Companies, Inc.) and Trian Fund Management, L.P., incorporated herein by reference to Exhibit 10.10 
to Wendy’s/Arby’s Group’s Form 10-Q for the quarter ended July 4, 2010 (SEC file no. 001-02207). 
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DESCRIPTION 


Form of Aircraft Time Sharing Agreement between Triarc Companies, Inc. and each of Trian Fund 
Management, L.P., Nelson Peltz, Peter W. May and Edward P. Garden, incorporated herein by 
reference to Exhibit 10.5 to Triarc’s Current Report on Form 8-K filed on August 10, 2007 
(SEC file no. 001-02207). 


Aircraft Lease Agreement dated June 10, 2009 between Wendy’s/Arby’s Group, Inc. and TASCO, LLC, 
incorporated herein by reference to Exhibit 10.4 to Wendy’s/Arby’s Group’s Current Report on 
Form 8-K filed on June 11, 2009 (SEC file no. 001-02207). 


Amendment No. | to Aircraft Lease Agreement dated June 10, 2009 between Wendy’s/Arby’s Group, 
Inc. and TASCO, LLC, incorporated herein by reference to Exhibit 10.11 to Wendy’s/Arby’s Group’s 
Form 10-Q for the quarter ended July 4, 2010 (SEC file no. 001-02207). 


Amendment No. 2 to Aircraft Lease Agreement dated June 29, 2011 between Wendy’s/Arby’s Group, 
Inc. and TASCO, LLC, incorporated herein by reference to Exhibit 10.2 to The Wendy's Company 
Form 10-Q for the quarter ended July 3, 2011 (SEC file no. 001-02207). 


Extension and Amendment No. 3 to Aircraft Lease Agreement dated as of June 30, 2012 by and 
between The Wendy’s Company and TASCO, LLC, incorporated herein by reference to Exhibit 10.6 
of The Wendy’s Company Form 10-Q for the quarter ended July 1, 2012 (SEC file no. 001-02207). 


Amended and Restated Aircraft Lease Agreement between The Wendy’s Company and TASCO, LLC 
dated as of August 1, 2012, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company 
Current Report on Form 8-K filed on August 3, 2012 (SEC file no. 001-12207). 


Registration Rights Agreement dated as of April 23, 1993, between DWG Corporation and DWG 
Acquisition Group, L.P., incorporated herein by reference to Exhibit 10.36 to Wendy’s/Arby’s Group’s 
Annual Report on Form 10-K for the fiscal year ended December 28, 2008 (SEC file no. 001-02207). 


Letter Agreement dated August 6, 2007, between Triarc Companies, Inc. and Trian Fund Management, 
L.P., incorporated herein by reference to Exhibit 10.7 to Triarc’s Current Report on Form 8-K filed on 
August 10, 2007 (SEC file no. 001-02207). 


Agreement dated November 5, 2008 by and between Wendy’s/Arby’s Group, Inc. and Trian Partners, 
L.P., Trian Partners Master Fund, L.P., Trian Partners Parallel Fund I, L.P., Trian Partners Parallel 
Fund II, L.P., Trian Fund Management, L.P., Nelson Peltz, Peter W. May and Edward P. Garden, 
incorporated herein by reference to Exhibit 10.1 to Wendy’s/Arby’s Group’s Current Report on 
Form 8-K filed on November 12, 2008 (SEC file no. 001-02207). 


Amendment No. | to Agreement, dated as of April 1, 2009, among Wendy’s/Arby’s Group, Inc., Trian 
Partners, L.P., Trian Partners Master Fund, L.P., Trian Partners Parallel Fund I, L.P., Trian Partners 
Parallel Fund II, L.P., Trian Fund Management, L.P., Trian Fund Management GP, LLC, Nelson 
Peltz, Peter W. May and Edward P. Garden, incorporated herein by reference to Exhibit 10.2 to 
Wendy’s/Arby’s Group’s Current Report on Form 8- K filed on April 2, 2009 (SEC file no. 
001-02207). 


Agreement dated December 1, 2011 by and between The Wendy’s Company and Trian Partners, L.P., 
Trian Partners Master Fund, L.P., Trian Partners Parallel Fund I, L.P., Trian Partners GP, L.P., Trian 
Fund Management, L.P., the general partner of which is Trian Fund Management GP, LLC, Nelson 
Peltz, Peter W. May and Edward P. Garden, who, together with Nelson Peltz and Peter W. May, are 
the controlling members of Trian GP, Trian Partners Strategic Investment Fund, L.P. and Trian 
Partners Strategic Investment Fund-A, L.P., incorporated herein by reference to Exhibit 10.1 to 
The Wendy’s Company Current Report on Form 8-K filed on December 2, 2011 (SEC file no. 
001-02207). 


Employment Agreement effective September 12, 2011 by and between The Wendy’s Company and 
Emil J. Brolick, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Current 
Report on Form 8-K filed on September 2, 2011 (SEC file no. 001-02207).** 
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DESCRIPTION 


Amendment to Employment Agreement effective as of June 2, 2014 between The Wendy’s Company 
and Emil J. Brolick, incorporated herein by reference to Exhibit 10.2 of The Wendy’s Company 
Form 10-Q for the quarter ended June 29, 2014 (SEC file no. 001-02207).** 


Special Executive Deferred Compensation Plan by and between The Wendy’s Company and Emil J. 
Brolick, incorporated herein by reference to Exhibit 10.2 of The Wendy’s Company Current Report on 
Form 8-K filed on September 2, 2011 (SEC file no. 001-02207).** 


Letter Agreement dated as of January 17, 2012 by and between The Wendy’s Company and R. Scott 
Toop, incorporated herein by reference to Exhibit 10.79 of The Wendy’s Company Form 10-K for the 
fiscal year ended January 1, 2012 (SEC file no. 001-02207).** 


Separation Agreement and Release executed on December 17, 2015 by and between Wendy’s 
International, LLC and R. Scott Toop, incorporated herein by reference to Exhibit 10.88 to 
The Wendy’s Company Form 10-K for the fiscal year ended January 3, 2016 (SEC file no. 
001-02207).** 


Letter Agreement dated as of April 23, 2012 by and between The Wendy’s Company and Scott 
Weisberg, incorporated herein by reference to Exhibit 10.5 of The Wendy’s Company Form 10-Q for 
the quarter ended July 1, 2012 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Todd Penegor dated as of May 8, 2013, 
incorporated herein by reference to Exhibit 10.9 of The Wendy’s Company Form 10-Q for the quarter 
ended June 30, 2013 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Robert Wright dated as of November 1, 
2013, incorporated herein by reference to Exhibit 10.81 of The Wendy’s Company Annual Report on 
Form 10-K for the fiscal year ended December 29, 2013 (SEC file no. 001-02207).* 


Employment Letter between The Wendy's Company and Liliana Esposito dated as of May 8, 2014, 
incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Form 10-Q for the quarter 
ended June 29, 2014 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Kurt Kane dated as of March 31, 2015, 
incorporated herein by reference to Exhibit 10.8 of The Wendy's Company Form 10-Q for the quarter 
ended June 28, 2015 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and David Trimm executed on May 21, 2015, 
incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Form 10-Q for the quarter 
ended July 3, 2016 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Gunther Plosch dated as of April 7, 2016, 
incorporated herein by reference to Exhibit 10.2 of The Wendy’s Company Form 10-Q for the quarter 
ended April 3, 2016 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and E. J. Wunsch executed on September 9, 
2016, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Form 10-Q for the 
quarter ended October 2, 2016 (SEC file no. 001-02207).** 


Form of Indemnification Agreement, between Wendy’s/Arby’s Group, Inc. and certain officers, 
directors, and employees thereof, incorporated herein by reference to Exhibit 10.47 to Wendy’s/Arby’s 
Group’s Annual Report on Form 10-K for the fiscal year ended December 28, 2008 (SEC file no. 
001-02207).** 


Form of Indemnification Agreement of The Wendy’s Company, incorporated herein by reference to 
Exhibit 10.5 of The Wendy's Company and Wendy’s Restaurants, LLC Form 10-Q for the quarter 
ended October 2, 2011 (SEC file nos. 001-02207 and 333-161613, respectively).** 


Form of Indemnification Agreement between Arby’s Restaurant Group, Inc. and certain directors, 
officers and employees thereof, incorporated herein by reference to Exhibit 10.40 to Triarc’s Annual 
Report on Form 10-K for the fiscal year ended December 30, 2007 (SEC file no. 001-02207).** 
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DESCRIPTION 


Form of Indemnification Agreement for officers and employees of Wendy’s International, Inc. and its 
subsidiaries, incorporated herein by reference to Exhibit 10 of the Wendy’s International, Inc. Current 
Report on Form 8-K filed on July 12, 2005 (SEC file no. 001-08116).** 


Form of First Amendment to Indemnification Agreement between Wendy’s International, Inc. and its 
directors and certain officers and employees, incorporated herein by reference to Exhibit 10(b) of the 
Wendy’s International, Inc. Form 10-Q for the quarter ended June 29, 2008 (SEC file no. 
001-08116).** 


Subsidiaries of the Registrant.* 
Consent of Deloitte & Touche LLP.* 


Certification of the Chief Executive Officer of The Wendy’s Company pursuant to Section 302 of the 
Sarbanes- Oxley Act of 2002.* 


Certification of the Chief Financial Officer of The Wendy’s Company pursuant to Section 302 of the 
Sarbanes- Oxley Act of 2002.* 


Certification of the Chief Executive Officer and Chief Financial Officer pursuant to Section 906 of the 
Sarbanes- Oxley Act of 2002, furnished as an exhibit to this Form 10-K.* 


XBRL Instance Document* 

XBRL Taxonomy Extension Schema Document* 

XBRL Taxonomy Extension Calculation Linkbase Document* 
XBRL Taxonomy Extension Definition Linkbase Document* 
XBRL Taxonomy Extension Label Linkbase Document* 


XBRL Taxonomy Extension Presentation Linkbase Document* 


* Filed herewith. 


OK 


Identifies a management contract or compensatory plan or arrangement. 


Instruments defining the rights of holders of certain issues of long-term debt of the Company and its consolidated 
subsidiaries have not been filed as exhibits to this Form 10-K because the authorized principal amount of any one of 
such issues does not exceed 10% of the total assets of the Company and its subsidiaries on a consolidated basis. The 
Company agrees to furnish a copy of each of such instruments to the Commission upon request. 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) the Securities Exchange Act of 1934, the registrant has 
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 


THE WENDY'S COMPANY 
(Registrant) 


March 2, 2017 By: /s/ Topp A. PENEGOR 


Todd A. Penegor 
President and Chief Executive Officer 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below on 
March 2, 2017 by the following persons on behalf of the registrant and in the capacities indicated. 


Signature Titles 
/s/ TODD A. PENEGOR President, Chief Executive Officer and Director 
(ifodd A, Peneser (Principal Executive Officer) 
/s/ GUNTHER PLOSCH Chief Financial Officer 
(Gunther Plosch) (Principal Financial Officer) 
/s/ SCOTT A. KRISs Senior Vice President, Chief Accounting and Tax Officer 
iScniek Kaw (Principal Accounting Officer) 
/s/ NELSON PELTZ Chairman and Director 
(Nelson Peltz) 
/s/ PETER W. May Vice Chairman and Director 


(Peter W. May) 


/s/ EMIL J. BROLICK Director 
(Emil J. Brolick) 


/s/ JANET HILL Director 
(Janet Hill) 
/s/ DENNIS M. Kass Director 


(Dennis M. Kass) 


/s/ JOSEPH A. LEVATO Director 
(Joseph A. Levato) 


/s/ MICHELLE J. MATHEWS-SPRADLIN Director 
(Michelle J. Mathews-Spradlin) 


/s/ MATTHEW H. PELTZ Director 
(Matthew H. Peltz) 


/s/ PETER H. ROTHSCHILD Director 
(Peter H. Rothschild) 


/s/ ARTHUR B. WINKLEBLACK Director 
(Arthur B. Winkleblack) 
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DESCRIPTION 


Agreement and Plan of Merger, dated as of April 23, 2008, by and among Triarc Companies, Inc., 
Green Merger Sub, Inc. and Wendy’s International, Inc., incorporated herein by reference to 
Exhibit 2.1 to Triarc’s Current Report on Form 8-K dated April 29, 2008 (SEC file no. 001-02207). 


Side Letter Agreement, dated August 14, 2008, by and among Triarc Companies, Inc., Green Merger 
Sub, Inc. and Wendy’s International, Inc., incorporated herein by reference to Exhibit 2.3 to Triarc’s 
Registration Statement on Form S-4, Amendment No. 3, filed on August 15, 2008 (Reg. no. and SEC 
file no. 333-151336). 


Purchase and Sale Agreement, dated as of June 13, 2011, by and among Wendy’s/Arby’s Restaurants, 
LLC, ARG Holding Corporation and ARG IH Corporation, incorporated herein by reference to 
Exhibit 2.1 of the Wendy’s/ Arby’s Group, Inc. and Wendy’s/Arby’s Restaurants, LLC Current Reports 
on Form 8-K filed on June 13, 2011 (SEC file nos. 001-02207 and 333-161613, respectively). 


Closing letter dated as of July 1, 2011 by and among Wendy’s/Arby’s Restaurants, LLC, ARG Holding 
Corporation, ARG IH Corporation, and Roark Capital Partners H, LP, incorporated by reference to 
Exhibit 2.2 of the Wendy’s/ Arby’s Group, Inc. and Wendy’s/Arby’s Restaurants, LLC Current Reports 
on Form 8-K filed on July 8, 2011 (SEC file nos. 001-02207 and 333-161613, respectively). 


Amended and Restated Certificate of Incorporation of The Wendy’s Company, as filed with the Secretary 
of State of the State of Delaware on May 26, 2016, incorporated herein by reference to Exhibit 3.1 of 
The Wendy’s Company Current Report on Form 8-K filed on May 27, 2016 (SEC file no. 001-02207). 


By-Laws of The Wendy's Company (as amended and restated through May 26, 2016), incorporated 
herein by reference to Exhibit 3.2 of The Wendy’s Company Form 10-Q for the quarter ended July 3, 
2016 (SEC file no. 001-02207). 


Base Indenture, dated as of June 1, 2015, by and between Wendy’s Funding, LLC, as Master Issuer, and 
Citibank, N.A., as Trustee and Securities Intermediary, incorporated herein by reference to Exhibit 4.1 
of The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 (SEC file 
no. 001-02207). 


Series 2015-1 Supplement to Base Indenture, dated as of June 1, 2015, by and between Wendy’s Funding, 
LLC, as Master Issuer of the Series 2015-1 fixed rate senior secured notes, Class A-2, and Series 2015-1 
variable funding senior notes, Class A-1, and Citibank, N.A., as Trustee and Series 2015-1 Securities 
Intermediary, incorporated herein by reference to Exhibit 4.2 of The Wendy’s Company Current Report 
on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 


First Supplement, dated as of February 10, 2017, to the Base Indenture, dated as of June 1, 2015, by 
and between Wendy’s Funding, LLC, as Master Issuer, and Citibank, N.A., as Trustee and Securities 
Intermediary.* 


Triarc Companies, Inc. Amended and Restated 1998 Equity Participation Plan, incorporated herein by 
reference to Exhibit 10.3 to Triarc’s Current Report on Form 8-K filed on May 19, 2005 (SEC file 
no. 001-02207).** 


Form of Non-Incentive Stock Option Agreement under the Triarc Companies, Inc. Amended and 
Restated 1998 Equity Participation Plan, incorporated herein by reference to Exhibit 10.2 to Triarc’s 
Current Report on Form 8- K filed on May 13, 1998 (SEC file no. 001-02207).** 


Wendy’s/Arby’s Group, Inc. Amended and Restated 2002 Equity Participation Plan, as amended, 
incorporated herein by reference to Exhibit 10.5 to Wendy’s/Arby’s Group’s Form 10-K for the fiscal 
year ended December 28, 2008 (SEC file no. 001-02207).** 
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DESCRIPTION 


Form of Non-Incentive Stock Option Agreement under the Wendy’s/Arby’s Group, Inc. Amended and 
Restated 2002 Equity Participation Plan, as amended, incorporated herein by reference to Exhibit 99.6 to 
Wendy’s/Arby’s Group’s Current Report on Form 8-K filed on December 22, 2008 (SEC file 
no. 001-02207).** 


Form of Restricted Stock Agreement under the Wendy’s/Arby’s Group, Inc. Amended and Restated 
2002 Equity Participation Plan, as amended, incorporated herein by reference to Exhibit 10.7 to 
Wendy’s/Arby’s Group’s Form 10-K for the fiscal year ended December 28, 2008 (SEC file 
no. 001-02207).** 


Form of Non-Employee Director Restricted Stock Award Agreement under the Wendy’s/Arby’s Group, 
Inc. Amended and Restated 2002 Equity Participation Plan, incorporated herein by reference to Exhibit 
10.7 to Wendy’s/ Arby’s Group’s Form 10-Q for the quarter ended June 28, 2009 (SEC file 
no. 001-02207).** 


Form of Non-Incentive Stock Option Agreement under the Wendy’s/Arby’s Group, Inc. Amended and 
Restated 2002 Equity Participation Plan, as amended, incorporated herein by reference to Exhibit 10.1 
to Wendy’s/Arby’s Group’s Form 10-Q for the quarter ended September 27, 2009 (SEC file 
no. 001-02207).** 


Form of Restricted Share Unit Award Agreement under the Wendy’s/Arby’s Group, Inc. Amended and 
Restated 2002 Equity Participation Plan, as amended, incorporated herein by reference to Exhibit 10.2 
to Wendy’s/Arby’s Group’s Form 10-Q for the quarter ended September 27, 2009 (SEC file 
no. 001-02207).** 


Wendy’s/Arby’s Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Annex A 
of the Wendy’s/Arby’s Group, Inc. Definitive 2010 Proxy Statement (SEC file no. 001-02207).** 


First Amendment to Wendy’s/Arby’s Group, Inc. 2010 Omnibus Award Plan, incorporated herein by 
reference to Exhibit 10.2 to The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 
(SEC file no. 001-02207).** 


Second Amendment to The Wendy’s Company 2010 Omnibus Award Plan, incorporated herein by 
reference to Exhibit 10.3 to The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 
(SEC file no. 001-02207).** 


Form of Non-Incentive Stock Option Award Agreement for 2012 under the Wendy’s/Arby’s Group, 
Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.3 of The Wendy’s 
Company Form 10-Q for the quarter ended July 1, 2012 (SEC file no. 001-02207).* 


Form of Long Term Performance Unit Award Agreement for 2013 under the Wendy’s/Arby’s Group, 
Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.2 of The Wendy’s 
Company Form 10-Q for the quarter ended September 29, 2013 (SEC file no. 001-02207).** 


Form of Long Term Performance Unit Award Agreement for 2014 under the Wendy’s/Arby’s Group, 
Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy’s 
Company Form 10-Q for the quarter ended March 30, 2014 (SEC file no. 001-02207).** 


Form of Long Term Performance Unit Award Agreement for 2015 under the Wendy’s/Arby’s Group, 
Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy’s 
Company Form 10-Q for the quarter ended March 29, 2015 (SEC file no. 001-02207).** 


Form of Long Term Performance Unit Award Agreement for 2016 under The Wendy’s Company 2010 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company 
Form 10-Q for the quarter ended April 3, 2016 (SEC file no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement for 2013 (ratable vesting) under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.3 of 
The Wendy’s Company Form 10- Q for the quarter ended June 30, 2013 (SEC file no. 001-02207).** 
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DESCRIPTION 


Form of Restricted Stock Unit Award Agreement for 2013 (cliff vesting) under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.4 of 
The Wendy’s Company Form 10- Q for the quarter ended June 30, 2013 (SEC file no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement for 2014 (version 1) under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.21 of 
The Wendy's Company Form 10-K for the fiscal year ended December 28, 2014 (SEC file 
no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement for 2014 (version 2) under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.22 of 
The Wendy's Company Form 10-K for the fiscal year ended December 28, 2014 (SEC file 
no. 001-02207).** 


Form of Non-Employee Director Restricted Stock Award Agreement under the Wendy’s/Arby’s Group, 
Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.7 to Wendy’s/Arby’s 
Group’s Form 10-Q for the quarter ended July 4, 2010 (SEC file no. 001-02207).** 


Form of Non-Employee Director Restricted Stock Award Agreement for 2013 under the Wendy’s/ 
Arby’s Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.5 of 
The Wendy’s Company Form 10-Q for the quarter ended June 30, 2013 (SEC file no. 001-02207).** 


Wendy’s International, Inc. 2007 Stock Incentive Plan, incorporated herein by reference to Annex C to 
the Wendy’s International, Inc. Definitive 2007 Proxy Statement, dated March 12, 2007 (SEC file 
no. 001-08116).** 


First Amendment to the Wendy’s International, Inc. 2007 Stock Incentive Plan, incorporated herein by 
reference to Exhibit 10(d) of the Wendy’s International, Inc. Form 10-Q for the quarter ended 
September 30, 2007 (SEC file no. 001-081 16).** 


Amendments to the Wendy’s International, Inc. 2007 Stock Incentive Plan, incorporated herein by 
reference to Exhibit 10.15 to Wendy’s/Arby’s Group’s Form 10-K for the fiscal year ended 
December 28, 2008 (SEC file no. 001-02207).** 


Form of Stock Option Award Letter for U.S. Grantees under the Wendy’s International, Inc. 2007 
Stock Incentive Plan, incorporated herein by reference to Exhibit 10.3 to Wendy’s/Arby’s Group’s 
Form 10-Q for the quarter ended September 27, 2009 (SEC file no. 001-02207).** 


Form of Stock Unit Award Agreement under the Wendy’s International, Inc. 2007 Stock Incentive 
Plan, incorporated herein by reference to Exhibit 10.4 to Wendy’s/Arby’s Group’s Form 10-Q for the 
quarter ended September 27, 2009 (SEC file no. 001-02207).** 


Form of letter amending non-qualified stock options granted under the Wendy’s International, Inc. 
2007 Stock Incentive Plan on May 1, 2007 and May 1, 2008 to certain former directors of Wendy’s 
International, Inc. incorporated herein by reference to Exhibit 10.5 to Wendy’s/Arby’s Group’s 
Form 10-Q for the quarter ended September 27, 2009 (SEC file no. 001-02207).** 


Wendy’s International, Inc. Supplemental Executive Retirement Plan, incorporated herein by reference 
to Exhibit 10(f) of the Wendy’s International, Inc. Form 10-K for the fiscal year ended December 29, 
2002 (SEC file no. 001-08116).** 


First Amendment to the Wendy’s International, Inc. Supplemental Executive Retirement Plan, 
incorporated herein by reference to Exhibit 10(f) of the Wendy’s International, Inc. Form 10-K for the 
fiscal year ended December 31, 2006 (SEC file no. 001-08116).** 


Amended and Restated Wendy’s International, Inc. Supplemental Executive Retirement Plan No. 2, 
incorporated herein by reference to Exhibit 10.24 to Wendy’s/Arby’s Group’s Form 10-K for the fiscal 
year ended January 3, 2010 (SEC file no. 001-02207).** 
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DESCRIPTION 


Amended and Restated Wendy’s International, Inc. Supplemental Executive Retirement Plan No. 3, 
incorporated herein by reference to Exhibit 10.25 to Wendy’s/Arby’s Group’s Form 10-K for the fiscal 
year ended January 3, 2010 (SEC file no. 001-02207).** 


Wendy’s International, LLC Executive Severance Pay Policy, effective as of December 14, 2015, 
incorporated herein by reference to Exhibit 10.41 to The Wendy’s Company Form 10-K for the fiscal 
year ended January 3, 2016 (SEC file no. 001-02207).** 


Wendy’s International, LLC Deferred Compensation Plan, effective as of January 1, 2017.* ** 


Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, effective as of May 28, 
2009, incorporated herein by reference to Exhibit 10.6 to Wendy’s/Arby’s Group’s Form 10-Q for the 
quarter ended June 28, 2009 (SEC file no. 001-02207).** 


Amendment No. 1 to the Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, 
effective as of May 27, 2010, incorporated herein by reference to Exhibit 10.9 to Wendy’s/Arby’s 
Group’s Form 10-Q for the quarter ended July 4, 2010 (SEC file no. 001-02207).** 


Amendment No. 2 to the Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, 
incorporated herein by reference to Exhibit 10.6 of The Wendy’s Company Form 10-Q for the quarter 
ended June 30, 2013 (SEC file no. 001-02207).** 


2015-1 Class A-2 Note Purchase Agreement, dated as of May 19, 2015, by and among The Wendy’s 
Company, the subsidiaries of The Wendy’s Company party thereto and Guggenheim Securities, LLC, 
acting on behalf of itself and as the representative of the initial purchasers, incorporated herein by 
reference to Exhibit 10.1 of The Wendy’s Company Current Report on Form 8-K filed on May 20, 
2015 (SEC file no. 001-02207). 


Class A-1 Note Purchase Agreement, dated as of June 1, 2015, by and among Wendy’s Funding, LLC, 
as Master Issuer, each of Quality Is Our Recipe, LLC, Wendy’s Properties, LLC, Wendy’s SPV 
Guarantor, LLC, as Guarantor, Wendy’s International, LLC, as Manager, the conduit investors party 
thereto, the financial institutions party thereto, certain funding agents, and Codperatieve Centrale 
Raiffeisen-Boerenleenbank, B.A., “Rabobank Nederland,” New York Branch, as L/C Provider, 
Swingline Lender and Administrative Agent, incorporated herein by reference to Exhibit 10.1 of 
The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 


Guarantee and Collateral Agreement, dated as of June 1, 2015, by and among Quality Is Our Recipe, 
LLC, Wendy’s Properties, LLC, Wendy’s SPV Guarantor, LLC, each as a Guarantor, in favor of 
Citibank, N.A., as Trustee, incorporated herein by reference to Exhibit 10.2 to The Wendy’s Company 
Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 


Management Agreement, dated as of June 1, 2015, by and among Wendy’s Funding, LLC, Quality Is 
Our Recipe, LLC, Wendy’s Properties, LLC, Wendy’s SPV Guarantor, LLC, Wendy’s International, 
LLC, as Manager, and Citibank, N.A., as Trustee, incorporated herein by reference to Exhibit 10.3 to 
The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 


Stock Purchase Agreement, dated as of June 2, 2015, by and between The Wendy’s Company and the 
persons listed on Schedule I thereto, incorporated herein by reference to Exhibit 10.1 to The Wendy’s 
Company Current Report on Form 8-K filed on June 3, 2015 (SEC file no. 001-02207). 


Assignment of Rights Agreement between Wendy’s International, Inc. and Mr. R. David Thomas, 
incorporated herein by reference to Exhibit 10(c) of the Wendy’s International, Inc. Form 10-K for the 
fiscal year ended December 31, 2000 (SEC file no. 001-08116). 


Form of Guaranty Agreement dated as of March 23, 1999 among National Propane Corporation, 
Triarc Companies, Inc. and Nelson Peltz and Peter W. May, incorporated herein by reference to Exhibit 
10.30 to Triarc’s Annual Report on Form 10-K for the fiscal year ended January 3, 1999 (SEC file 
no. 001-02207). 
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DESCRIPTION 


Indemnity Agreement, dated as of October 25, 2000 between Cadbury Schweppes plc and Triarc 
Companies, Inc., incorporated herein by reference to Exhibit 10.1 to Triarc’s Current Report on Form 


8-K filed on November 8, 2000 (SEC file no. 001-02207). 


Separation Agreement, dated as of April 30, 2007, between Triarc Companies, Inc. and Nelson Peltz, 
incorporated herein by reference to Exhibit 10.3 to Triarc’s Current Report on Form 8-K filed on 
April 30, 2007 (SEC file no. 001-02207).** 


Letter Agreement dated as of December 28, 2007, between Triarc Companies, Inc. and Nelson Peltz., 
incorporated herein by reference to Exhibit 10.2 to Triarc’s Current Report on Form 8-K filed on 
January 4, 2008 (SEC file no. 001-02207).** 


Separation Agreement, dated as of April 30, 2007, between Triarc Companies, Inc. and Peter W. May, 
incorporated herein by reference to Exhibit 10.4 to Triarc’s Current Report on Form 8-K filed on 
April 30, 2007 (SEC file no. 001-02207).** 


Letter Agreement dated as of December 28, 2007, between Triarc Companies, Inc. and Peter W. May, 
incorporated herein by reference to Exhibit 10.3 to Triarc’s Current Report on Form 8-K filed on 
January 4, 2008 (SEC file no. 001-02207).** 


Agreement dated June 10, 2009 between Wendy’s/Arby’s Group, Inc. and Trian Fund Management, 
L.P., incorporated herein by reference to Exhibit 10.1 to Wendy’s/Arby’s Group’s Current Report on 
Form 8-K filed on June 11, 2009 (SEC file no. 001-02207). 


Liquidation Services Agreement dated June 10, 2009 between Wendy’s/Arby’s Group, Inc. and Trian 
Fund Management, L.P., incorporated herein by reference to Exhibit 10.2 to Wendy’s/Arby’s Group’s 
Current Report on Form 8-K filed on June 11, 2009 (SEC file no. 001-02207). 


Letter from Trian Fund Management, L.P. (“Trian Partners”) dated as of March 31, 2011 regarding the 
Agreement and the Liquidation Services Agreement each dated as of June 10, 2009 between Wendy’s/ 
Arby’s Group, Inc. and Trian Partners, incorporated herein by reference to Exhibit 10.2 of the 
Wendy’s/Arby’s Group, Inc. Form 10-Q for the quarter ended April 3, 2011 (SEC file no. 001-02207). 


Acknowledgment letter dated as of March 31, 2011 from Wendy’s/Arby’s Group, Inc. to Trian Fund 
Management, L.P. (“Trian Partners”) regarding the Agreement and the Liquidation Services Agreement 
each dated as of June 10, 2009 between Wendy’s/Arby’s Group, Inc. and Trian Partners, incorporated 
herein by reference to Exhibit 10.3 of the Wendy’s/Arby’s Group, Inc. Form 10-Q for the quarter 
ended April 3, 2011 (SEC file no. 001-02207). 


Assignment and Assumption of Lease, dated as of June 30, 2007, between Triarc Companies, Inc. and 
Trian Fund Management, L.P., incorporated herein by reference to Exhibit 10.1 to Triarc’s Current 
Report on Form 8-K filed on August 10, 2007 (SEC file no. 001-02207). 


Agreement of Sublease between Triarc Companies, Inc. and Trian Fund Management, L.P., 
incorporated herein by reference to Exhibit 10.4 to Triarc’s Current Report on Form 8-K filed on 
August 10, 2007 (SEC file no. 001-02207). 


First Amendment to Agreement of Sublease between Wendy’s/Arby’s Group, Inc. (f/k/a Triarc 
Companies, Inc.) and Trian Fund Management, L.P., incorporated herein by reference to Exhibit 10.10 
to Wendy’s/Arby’s Group’s Form 10-Q for the quarter ended July 4, 2010 (SEC file no. 001-02207). 


Form of Aircraft Time Sharing Agreement between Triarc Companies, Inc. and each of Trian Fund 
Management, L.P., Nelson Peltz, Peter W. May and Edward P. Garden, incorporated herein by 
reference to Exhibit 10.5 to Triarc’s Current Report on Form 8-K filed on August 10, 2007 (SEC file 
no. 001-02207). 


Aircraft Lease Agreement dated June 10, 2009 between Wendy’s/Arby’s Group, Inc. and TASCO, LLC, 
incorporated herein by reference to Exhibit 10.4 to Wendy’s/Arby’s Group’s Current Report on Form 
8-K filed on June 11, 2009 (SEC file no. 001-02207). 
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DESCRIPTION 


Amendment No. | to Aircraft Lease Agreement dated June 10, 2009 between Wendy’s/Arby’s Group, 
Inc. and TASCO, LLC, incorporated herein by reference to Exhibit 10.11 to Wendy’s/Arby’s Group’s 
Form 10-Q for the quarter ended July 4, 2010 (SEC file no. 001-02207). 


Amendment No. 2 to Aircraft Lease Agreement dated June 29, 2011 between Wendy’s/Arby’s Group, 
Inc. and TASCO, LLC, incorporated herein by reference to Exhibit 10.2 to The Wendy's Company 
Form 10-Q for the quarter ended July 3, 2011 (SEC file no. 001-02207). 


Extension and Amendment No. 3 to Aircraft Lease Agreement dated as of June 30, 2012 by and 
between The Wendy’s Company and TASCO, LLC, incorporated herein by reference to Exhibit 10.6 
of The Wendy’s Company Form 10-Q for the quarter ended July 1, 2012 (SEC file no. 001-02207). 


Amended and Restated Aircraft Lease Agreement between The Wendy’s Company and TASCO, LLC 
dated as of August 1, 2012, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company 
Current Report on Form 8-K filed on August 3, 2012 (SEC file no. 001-12207). 


Registration Rights Agreement dated as of April 23, 1993, between DWG Corporation and DWG 
Acquisition Group, L.P., incorporated herein by reference to Exhibit 10.36 to Wendy’s/Arby’s Group’s 
Annual Report on Form 10-K for the fiscal year ended December 28, 2008 (SEC file no. 001-02207). 


Letter Agreement dated August 6, 2007, between Triarc Companies, Inc. and Trian Fund Management, 
L.P., incorporated herein by reference to Exhibit 10.7 to Triarc’s Current Report on Form 8-K filed on 
August 10, 2007 (SEC file no. 001-02207). 


Agreement dated November 5, 2008 by and between Wendy’s/Arby’s Group, Inc. and Trian Partners, 
L.P., Trian Partners Master Fund, L.P., Trian Partners Parallel Fund I, L.P., Trian Partners Parallel 
Fund II, L.P., Trian Fund Management, L.P., Nelson Peltz, Peter W. May and Edward P. Garden, 
incorporated herein by reference to Exhibit 10.1 to Wendy’s/Arby’s Group’s Current Report on Form 
8-K filed on November 12, 2008 (SEC file no. 001-02207). 


Amendment No. | to Agreement, dated as of April 1, 2009, among Wendy’s/Arby’s Group, Inc., Trian 
Partners, L.P., Trian Partners Master Fund, L.P., Trian Partners Parallel Fund I, L.P., Trian Partners 
Parallel Fund II, L.P., Trian Fund Management, L.P., Trian Fund Management GP, LLC, Nelson 
Peltz, Peter W. May and Edward P. Garden, incorporated herein by reference to Exhibit 10.2 to 
Wendy’s/Arby’s Group’s Current Report on Form 8- K filed on April 2, 2009 (SEC file 
no. 001-02207). 


Agreement dated December 1, 2011 by and between The Wendy’s Company and Trian Partners, L.P., 
Trian Partners Master Fund, L.P., Trian Partners Parallel Fund I, L.P., Trian Partners GP, L.P., Trian 
Fund Management, L.P., the general partner of which is Trian Fund Management GP, LLC, Nelson 
Peltz, Peter W. May and Edward P. Garden, who, together with Nelson Peltz and Peter W. May, are 
the controlling members of Trian GP, Trian Partners Strategic Investment Fund, L.P. and Trian 
Partners Strategic Investment Fund-A, L.P., incorporated herein by reference to Exhibit 10.1 to The 
Wendy’s Company Current Report on Form 8-K filed on December 2, 2011 (SEC file no. 001-02207). 


Employment Agreement effective September 12, 2011 by and between The Wendy’s Company and 
Emil J. Brolick, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Current 
Report on Form 8-K filed on September 2, 2011 (SEC file no. 001-02207).** 


Amendment to Employment Agreement effective as of June 2, 2014 between The Wendy’s Company 
and Emil J. Brolick, incorporated herein by reference to Exhibit 10.2 of The Wendy's Company Form 
10-Q for the quarter ended June 29, 2014 (SEC file no. 001-02207).** 


Special Executive Deferred Compensation Plan by and between The Wendy’s Company and 
Emil J. Brolick, incorporated herein by reference to Exhibit 10.2 of The Wendy’s Company Current 
Report on Form 8-K filed on September 2, 2011 (SEC file no. 001-02207).** 
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DESCRIPTION 


Letter Agreement dated as of January 17, 2012 by and between The Wendy’s Company and R. Scott 
Toop, incorporated herein by reference to Exhibit 10.79 of The Wendy’s Company Form 10-K for the 
fiscal year ended January 1, 2012 (SEC file no. 001-02207).** 


Separation Agreement and Release executed on December 17, 2015 by and between Wendy's 
International, LLC and R. Scott Toop, incorporated herein by reference to Exhibit 10.88 to 
The Wendy’s Company Form 10-K for the fiscal year ended January 3, 2016 (SEC file no. 
001-02207).** 


Letter Agreement dated as of April 23, 2012 by and between The Wendy’s Company and Scott 
Weisberg, incorporated herein by reference to Exhibit 10.5 of The Wendy’s Company Form 10-Q for 
the quarter ended July 1, 2012 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Todd Penegor dated as of May 8, 2013, 
incorporated herein by reference to Exhibit 10.9 of The Wendy’s Company Form 10-Q for the quarter 
ended June 30, 2013 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Robert Wright dated as of November 1, 
2013, incorporated herein by reference to Exhibit 10.81 of The Wendy’s Company Annual Report on 
Form 10-K for the fiscal year ended December 29, 2013 (SEC file no. 001-02207).** 


Employment Letter between The Wendy's Company and Liliana Esposito dated as of May 8, 2014, 
incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Form 10-Q for the quarter 
ended June 29, 2014 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Kurt Kane dated as of March 31, 2015, 
incorporated herein by reference to Exhibit 10.8 of The Wendy's Company Form 10-Q for the quarter 
ended June 28, 2015 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and David Trimm executed on May 21, 2015, 
incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Form 10-Q for the quarter 
ended July 3, 2016 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Gunther Plosch dated as of April 7, 2016, 
incorporated herein by reference to Exhibit 10.2 of The Wendy’s Company Form 10-Q for the quarter 
ended April 3, 2016 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and E. J. Wunsch executed on September 9, 
2016, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Form 10-Q for the 
quarter ended October 2, 2016 (SEC file no. 001-02207).** 


Form of Indemnification Agreement, between Wendy’s/Arby’s Group, Inc. and certain officers, 
directors, and employees thereof, incorporated herein by reference to Exhibit 10.47 to Wendy’s/Arby’s 
Group’s Annual Report on Form 10-K for the fiscal year ended December 28, 2008 (SEC file 
no. 001-02207).** 


Form of Indemnification Agreement of The Wendy’s Company, incorporated herein by reference to 
Exhibit 10.5 of The Wendy's Company and Wendy’s Restaurants, LLC Form 10-Q for the quarter 
ended October 2, 2011 (SEC file nos. 001-02207 and 333-161613, respectively) .** 


Form of Indemnification Agreement between Arby’s Restaurant Group, Inc. and certain directors, 
officers and employees thereof, incorporated herein by reference to Exhibit 10.40 to Triarc’s Annual 
Report on Form 10-K for the fiscal year ended December 30, 2007 (SEC file no. 001-02207).** 


Form of Indemnification Agreement for officers and employees of Wendy’s International, Inc. and its 
subsidiaries, incorporated herein by reference to Exhibit 10 of the Wendy’s International, Inc. Current 
Report on Form 8-K filed on July 12, 2005 (SEC file no. 001-08116).** 


NO. DESCRIPTION 


10.85 Form of First Amendment to Indemnification Agreement between Wendy’s International, Inc. and its 
directors and certain officers and employees, incorporated herein by reference to Exhibit 10(b) of the 
Wendy’s International, Inc. Form 10-Q for the quarter ended June 29, 2008 (SEC file 
no. 001-08116).** 


21.1 Subsidiaries of the Registrant.* 

23.1 Consent of Deloitte & Touche LLP.* 

31.1 Certification of the Chief Executive Officer of The Wendy’s Company pursuant to Section 302 of the 
Sarbanes- Oxley Act of 2002.* 

31.2 Certification of the Chief Financial Officer of The Wendy’s Company pursuant to Section 302 of the 
Sarbanes- Oxley Act of 2002.* 

32.1 Certification of the Chief Executive Officer and Chief Financial Officer pursuant to Section 906 of the 


Sarbanes- Oxley Act of 2002, furnished as an exhibit to this Form 10-K.* 
101.INS XBRL Instance Document* 
101.SCH XBRL Taxonomy Extension Schema Document* 
101.CAL XBRL Taxonomy Extension Calculation Linkbase Document* 
101.DEF XBRL Taxonomy Extension Definition Linkbase Document* 
101.LAB XBRL Taxonomy Extension Label Linkbase Document* 
101.PRE XBRL Taxonomy Extension Presentation Linkbase Document* 


* Filed herewith. 


** Identifies a management contract or compensatory plan or arrangement. 


Instruments defining the rights of holders of certain issues of long-term debt of the Company and its consolidated 
subsidiaries have not been filed as exhibits to this Form 10-K because the authorized principal amount of any one of 
such issues does not exceed 10% of the total assets of the Company and its subsidiaries on a consolidated basis. The 
Company agrees to furnish a copy of each of such instruments to the Commission upon request. 
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EXHIBIT 21.1 


THE WENDY’S COMPANY 
LIST OF SUBSIDIARIES AS OF 
January 1, 2017 


STATE OR JURISDICTION 
—eE EE 
Wendy’s Restaurants, LLC Delaware 
Wendy’s International, LLC Ohio 
Wendy’s Support Center, LLC Delaware 
Scioto Insurance Company Vermont 
Wendy’s Global Holdings CV Netherlands 
Wendy’s Global Financing Partner, LLC Delaware 
Wendy’s Global Financing LP Ontario 
Wendy’s Ireland Financing Ltd. Ireland 
Wendy’s Singapore Pte. Ltd. Singapore 
Wendy’s Restaurants (Asia) Limited Hong Kong 
Wendy’s Old Fashioned Hamburger Restaurants Pty. Ltd. Australia 
Wendy’s Netherlands BV Netherlands 
Wendy’s Netherlands Holdings BV Netherlands 
Wendy’s Restaurants of Canada Inc. Ontario 
Wendy’s Canadian Advertising Program, Inc. Canada 
TIMWEN Partnership (1) Ontario 
Wendy’s Global Holdings Partner, LLC Delaware 
Wendy’s Eurasia, Inc. Ohio 
Wendy’s Old Fashioned Hamburgers of New York, LLC Ohio 
Wendy’s Restaurants of New York, LLC Delaware 
Wendy’s International Finance, Inc. Ohio 
Wendy’s of Denver, LLC Colorado 
Wendy’s of N.E. Florida, LLC Florida 
Oldemark LLC Delaware 
Wendy’s SPV Guarantor, LLC Delaware 
Wendy’s Funding, LLC Delaware 
Quality Is Our Recipe, LLC Delaware 
Wendy’s Properties, LLC Delaware 
Restaurant Finance Corporation Ohio 
Wendy Restaurant, Inc. Delaware 
The Wendy’s National Advertising Program, Inc. Ohio 
256 Gift Card Inc. Colorado 
Wendy’s Technology, LLC Delaware 
SEPSCO, LLC Delaware 
TXL Corp. South Carolina 
Home Furnishing Acquisition Corporation Delaware 
Triarc Acquisition, LLC Delaware 
RCAC, LLC Delaware 
Madison West Associates Corp. Delaware 
Citrus Acquisition Corporation Florida 
Adams Packing Association, Inc. Delaware 


(1) 50% owned by Wendy’s Restaurants of Canada Inc. 


EXHIBIT 23.1 


CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


We consent to the incorporation by reference in Registration Statement Nos. 333-50051, 333-82069, 333-97569, 
333-155273, and 333-167170 on Form S-8 and Registration Statement No. 333-204139 on Form S-3 of our reports 
dated March 2, 2017, relating to the consolidated financial statements of The Wendy’s Company and subsidiaries, and 
the effectiveness of The Wendy’s Company and subsidiaries’ internal control over financial reporting, appearing in this 
Annual Report on Form 10-K of The Wendy’s Company for the year ended January 1, 2017. 


/s/ Deloitte & Touche LLP 
Columbus, Ohio 
March 2, 2017 


EXHIBIT 31.1 


CERTIFICATIONS 
I, Todd A. Penegor, certify that: 
1. I have reviewed this annual report on Form 10-K of The Wendy’s Company; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state 
a material fact necessary to make the statements made, in light of the circumstances under which such statements were 
made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this report, 
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 
and for, the periods presented in this report; 


4, The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures 
to be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an 
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal 
control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board 
of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 


March 2, 2017 


/s/ Topp A. PENEGOR 


Todd A. Penegor 
President and Chief Executive Officer 


EXHIBIT 31.2 


CERTIFICATIONS 
I, Gunther Plosch, certify that: 
1. I have reviewed this annual report on Form 10-K of The Wendy’s Company; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state 
a material fact necessary to make the statements made, in light of the circumstances under which such statements were 
made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this report, 
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 
and for, the periods presented in this report; 


4, The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures 
to be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an 
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal 
control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board 
of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 


March 2, 2017 


/s/_ GUNTHER PLOSCH 


Gunther Plosch 
Chief Financial Officer 


EXHIBIT 32.1 


Certification Pursuant to 
18 U.S.C. Section 1350 
As Adopted Pursuant to 
Section 906 of the Sarbanes-Oxley Act of 2002 


Pursuant to section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of section 1350, chapter 63 
of title 18, United States Code), each of the undersigned officers of The Wendy’s Company, a Delaware corporation 
(the “Company”), does hereby certify, to the best of such officer’s knowledge, that: 


The Annual Report on Form 10-K for the year ended January 1, 2017 (the “Form 10-K”) of the Company 
fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934 and 
information contained in the Form 10-K fairly presents, in all material respects, the financial condition and results of 
operations of the Company. 


March 2, 2017 


/s/ Topp A. PENEGOR 


Todd A. Penegor 
President and Chief Executive Officer 


March 2, 2017 


/s/_ GUNTHER PLOSCH 


Gunther Plosch 
Chief Financial Officer 
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STOCK PERFORMANCE 


The following performance graph shows The Wendy's Company's cumulative total stockholder return on its Common Stock relative to 
the returns of the S&P Midcap 400® Index and a customized peer group, whose individual companies are listed in footnote 1 below. The 
measurement points in the graph are the last trading days of our 2011, 2012, 2013, 2014, 2015 and 2016 fiscal years. The returns set forth 
below assume an initial investment of $100 and reinvestment of all dividends when received. 


COMPARISON of 5 YEAR CUMULATIVE TOTAL RETURN* 


(The Wendy's Company vs. the S&P Midcap 400 Index and the Peer Group) 


$300 

$250 

$200 

$150 

$100 

$50 
12/30/11 12/28/12 12/27/13 12/26/14 12/31/15 12/30/16 
«=== The Wendy's Company $100.00 $89.41 $170.17 $177.21 $218.58 $280.83 
«=== S&P Midcap 400 $100.00 $117.88 $157.37 $172.74 $168.98 $204.03 
«=e Peer Group $100.00 $100.60 $131.08 $139.63 $168.77 $177.98 


(1) The 19 companies included in the Company's peer group are: Brinker International Inc., Buffalo Wild Wings, Inc., Chipotle Mexican Grill, Inc., Darden Restaurants, Inc., 
DineEquity, Inc., Domino’s Pizza, Inc., Dunkin’ Brands Group, Inc., Jack In The Box Inc., McDonald’s Corporation, Panera Bread Company, Papa John’s International, 


Inc., Popeyes Louisiana Kitchen, Inc., Red Robin Gourmet Burgers, Inc., Restaurant Brands International Inc., Ruby Tuesday, Inc., Sonic Corp., Starbucks Corporation, 
The Wendy’s Company and Yum! Brands, Inc. 


* This performance graph does not constitute soliciting material and should not be deemed filed or incorporated by reference into any filing by The Wendy’s Company under 
the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, except to the extent The Wendy's Company specifically incorporates this 
performance graph by reference into such other filing. 


Source: Research Data Group, Inc. 
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